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TORONTO, ONTARIO 1257 
1 ---ON COMMENCING AT 10:00 A.M., AUGUST 13TH, 1963. 

2 THE CHAIRMAN: Gentlemen, we will commenc 
3 the meeting. The first person we are to hear from this 
4 morning is Mr. J. E. Fortin, Recnabaryl breneunah of 

5 the Dominion Mortgage & Investment Association, and 


6 along with Mr. Fortin we have Mr. J. Joyce, the 

7 Assistant General Manager of the Crown Trust Company 

8 and Mr. F. W. C. Irwin, Executive Assistant, Mortgages, 
9 Canadian Life Assurance Company, J. W. Rose, Deputy 

10 General Manager, Canadian Permanent Mortgage Corporation 
11] and E. F. K. Nelson, Executive-Director, the Trust 

12 Companies Association of Canada. I will ask Mr. 

13 Fortin to come forward now and present his brief. 

14 MR. FORTIN: Mr. Chairman, the names 

of those who are with me have been read out. We have 
prepared a short memorandum showing who we are and 

as we have limited ourselves to mortgage credit, that 
is, first mortgage credit. Unless you so request, I see 
no particular purpose in reading the brief. We will 

do our level best, my colleagues and I, to answer 
whatever questions you have for us. I would like to 
feel free to call upon --(rest of sentence inaudible) 

THE CHAIRMAN: Is that agreeable to 
the members of the Committee? 

MR, MacDONALD: I suggest, Mr. Chairman, 
that one of the witnesses read the brief and then we 
ean follow his reading and then I think we would be 
in a better position -- 

THE CHAIRMAN: I think that would be, 


perhaps, a little better. 
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MR, FORTIN: "The Dominion Mortgage and 
Investments Association is a -- 
THE CHAIRMAN: Would you care to sit 
down? Whichever you prefer. | 
MR. FORTIN: "The Dominion Mortgage and 
Investments Association is a voluntary organization 
composed of 25 life insurance companies, 7 loan 
companies, 1 savings bank and 13 trust companies. It 
was organized in 1961 and since then has provided a 
focal point to discuss and deal with questions of 
common interest to these companies particularly in re- 
gard to matters related to their investments. While 
it does not include all such companies in Canada, its 
membership represents the major portion of the business 
in Canada. The Association operates by way of making 
recommendations to member companies, each company being 
free to accept or reject them. Among the objects of 
the Association are - 
(1) To assist its members in the fulfillment of 
the essential functions they perform in 
Be cdaenie | safeguarding and investing the 
Savings of the public. 
(2) To maintain sound and equitable debtor and 
creditor relationships in connection with 
the loaning of the funds entrusted to such 
companies by the public. 
(3) To promote respect for contractual obligations 
and for the principles of thrift and saving 
and to assist in protecting investments of 


member companies against default or damage, 
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and generally to assist in problems affecting 
investments. 

The investment and lending powers of 
member companies are governed by heeded tom enacted 

by Parliament and by the legislatures of the Provinces. 

Except for a small part of funds available for investmen 

and lending, this legislation does not permit member 

companies of the Association to participate in the 
granting of consumer credit nor in making loans on the 
security of bills of exchange or promissory notes. The 

Association, therefore, has no information and little 

knowledge of these matters. However, members of the 

Association as a class are probably the biggest lenders 

on the security of real estate first mortgages and their 

representatives attending before your Committee on 

August 13 will be pleased to do all they can to answer 

such questions as are put to them on real estate first 

mortgage lending. 

Member companies in 1962 approved net 
mortgage loans in Canada to the amount of $1,265 million 
being 70,058 loans. Of these, approvals in respect of 
properties situated in Ontario amounted to $596 million 
being 34,030 loans. Approvals in respect of residential 
properties, new and existing, accounted for about 79 
per’ cent: of) the, total. 

At the end of 1961 mortgage loans on the 
security of real estate in Canada held by member 
companies approximated $4,462 million. Of these, 
approximately $2,400 million were secured by real estate 


situated in Ontario. About 80 per cent of these mort- 
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gages were secured by residential property, single and 
multiple. 

Member companies are authorized to make 
mortgage loans on improved property eeiee the amount 
advanced or the purchase price, together with the amount 
of any claim on the real estate ranking equal or prior, 
does not exceed two-thirds of lending value. Lending 
value is the amount which a prudent lender estimates 
could likely be recovered in case of default through the 
sale of the property in times of less favourable 
economic. conditions. involved, iin..the determination of 
lending value are such factors as location, age, quality 
of materials and construction, state of maintenance, 
repair and general physical condition, proximity to 
possible nuisances, suitability in relation to value 
and type of properties in the area surrounding the 
property offered as security, attractiveness of the 
property planning, size of rooms, etc. Because lending 
value is a matter of educated opinion, there are vari- 
ations in the amount of money which various lenders are 
prepared to loan on the same property. 

While the legislation permits member 
companies to make and purchase mortgage loans other than 
first mortgages within the limits described in the 
previous paragraph, the holding by member companies of 
mortgages other than first mortgages is very small in 
relation to the total mortgage holdings and, for practica 
purposes, it may be said that member companies confine 
their mortgage activities to first mortgages. 


Member companies are also concerned with 
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the credit-worthiness of would-be borrowers as well as 
with the physical property they offer as security. 
They endeavour to ascertain all there is to be known 
about the borrower -- the nature of his employment and 
his employment history, his income and prospects, his 
and his family's living habits, the extent of his 
Savings and the source of the equity he proposes to 
place in the property to be mortgaged. In short, the 
company endeavours to ascertain as far as possible 
whether the prospective borrower is likely to be a good 
mortgage borrower. Each member company has its own 
ground rules in evaluating credit-worthiness, 

There is great competition for mortgage 
loans. There are various types of lenders in the field 
and numberous lenders in each type, some with sub- 
stantial funds and some with modest funds. Each 
lender has a rate of return at which he would like to 
put his funds to work and he will endeavour to obtain 
it. Interest rates on mortgages are governed by the 
demand for mortgage loans in relation to the supply of 
funds seeking an outlet into mortgages. Both the demand 
and supply factors differ in respect of different types 
of property and so the interest rate applicable to 
mortgages on residential property will differ from that 
applicable to mortgages on property other than resi- 
dential. Likewise, there may be variations as between 
mortgages on single houses and those on apartments and 
other rental properties and as between different types 
of commercial and other business properties. Similarly, 


there may be variations in rates depending upon the 
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location of the property due to added costs of admin- 
istration. Where there appears to be an added element 
of risk, that will be reflected in a higher rate. It 
does not necessarily follow, nowaes eLKAt a lender 
will have a great variety of rates as, for reasons of 
ease and cost of administration, he may decide on a 
pattern of two or three rates. 

The mortgage document which the borrower 
is required to sign and which must be registered against 
the land on which the mortgage applies recites the amoun 
advanced on the mortgage and the rate of interest charge 
able thereon and sets out the rights and obligations 
of the mortgagor and of the mortgagee. In addition to 
legislation, there is a large body of legal decisions 
dealing with the position of mortagees and mortgagors 
respectively. Further, the Interest Act, Canada, 
contains provisions requiring a real estate mortgage 
document to contain a statement showing the amount of 
principal money and the rate of interest chargeable 
thereon calculated yearly or half yearly, not in advance, 
in respect of mortgages payable on the sinking fund 
plan, the blended payment plan or any plan involving 
an allowance of interest on stipulated repayments; 
under penalty of no interest being chargeable, payable 
or recoverable. Other provisions provide that, notwith- 
standing any other provision of the real estate mortgage, 
no greater rate of interest can be chargeable, payable 
or recoverable than that shown in such statement. Also, 
no fine, penalty or rate of interest can be exacted on 


any arrears of principal or interest that has the effect 
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of increasing the charge on such arrears beyond the 
rate of interest payable on principal money not in 
arrears, under any mortgage of real estate. Further, 
the mortgagor who is not a corporation can be charged 
no further interest in respect of principal money or 
interest due in respect of a real estate mortgage ex- 
pressed as being for a term longer than 5 years, if afte 
the expiration of 5 years, he tenders the amount due 
for principal money and interest together with 3 months 
further interest. 

As part of the loan transaction, the 
borrower agrees to pay certain charges. These charges 
generally are: 

(a) the cost of obtaining a surveyor's certificate 
| if one is not already available; 
(b) the cost of appraising the property; 
(c) the cost of credit reports; and 
(d) solicitor's and notary's fees and disburse- 
ments for 
(i) searching and settling the title 
. to the property, 

(ii) preparing and registering the 
mortgage and for necessary copies 
thereof, 

(iii) sub-searches of title necessary to 
insure the priority of advances on 
the loan, 

(iv) preparing, registering and renewing 
chattel mortgages and other security 


It is not possible to determine in advance what the 
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aggregate of these charges will be as most of them are 
not under the control of the lender. Solicitor's fees 
are generally those determined by county or other law 
society tariffs and they will vary depending upon the 
amount of work and disbursements required to enable the 
solicitor to give a certificate of valid title. Like- 
wise, surveyor's fees are subject to the tariff set by 
organizations of surveyors. Similarly, appraisal fees 
depend upon the type of property and the amount of work 
involved in ascertaining its appraised value. Credit 
reports are obtained from sources providing such 
reports and the cost of them to the borrower depends 
upon the charge made to the lender by the reporting 
agency. 

In some cases, where the lender commits 
himself to make a large mortgage loan on industrial, 
commercial or apartment property, the worvones is 
required to pay to the lender a "stand-by" fee. If the 
borrower does not eventually take the loan, the fee is 
forfeited and, if he takes the loan, it is refunded to 
him. However, where the commitment is a lengthy one, 
the transaction may involve no refund. 

Such a fee is made necessary because many 
such borrowers, hav ing obtained a commitment from one 
lender, proceed to use that commitment to obtain better 
terms from other lenders. If they are successful in so 
doing, they do not take up the loan first committed to 
them and in consequence that lender is put to expense 
and considerable trouble in having arranged his affairs 


so as to be able to honour the commitment made. 
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i It is not the practice of member 
Z companies generally to make mortgage loans whereunder a 


3 "bonus" over the amount of money advanced is payable 


4 to them, 


5 There are cases where a loan commitment 
6 is given at a stated rate of interest where the 

yi borrower would prefer the mortgage to be written at 

8 a lower rate of interest. In such cases the differ- 


9 ence in interest rate may be capitalized and paid 
10 outright to the lender or stipulated for in the 
11 mortgage document. " 
12 THE CHAIRMAN: Thank you very much, 
13 ir, ForGin. Is there anything you wish to add to 
14 your brief: by way of remarks? 

MR. FORTIN: Just one slight remark, 
Mr. Chairman. You will notice that we make reference 
to the Interest Act. I believe there are somewhat 
Similar provisions in Ontario legislation, however, 
not being very. well versed in the law, being 
doubtful on constitutional questions, I thought it 
best for purposes of a brief of this kind to rely on 
the Interest Act rather than the Ontario Mortgages 
Act. 

THE CHAIRMAN: Now we will proceed 
with any questions. Mr. Sedgwick? 

MR. SEDGWICK: I have one or two. Mr. 
Fortin, you understand that I, and I believe the 
members of the Committee, followed your brief when 
you read it, so that any questions I ask are not the 


result of any involved study of it and you may be able 
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to enlighten us as to your practice -- that is the 
practice of your members. First, do the members of 
your Association charge any agent's commission to the 
borrower? | 

MR. FORTIN: Not generally, sir. Any 
commission they pay to a mortgage broker or the person 
who obtained the loan is part of the lender's cost. 

MR. SEDGWICK: I see. It is absorbed 
by the lender? 

MR. FORTIN: Yes. 

MR, SEDGWICK: It isn't added to the 
mortgage loan? 

MR. FORTIN: I think that is very, very 
much the general practice, There may be an odd case, 
but it is not prevalent, no. 

MR, SEDGWICK: So I understood. Then 
as to interest rates -- as you rightly say, one 
cannot generalize because they depend upon economic 
factors -- at the present time about what is the rate 
of interest on what might be described as prime first 
mortgages? 

MR, FORTIN: On residential property 
the rate today is 7% with quite an evident trend in 
the last short while to 6 3/4 -- there are now 
indications that that trend is reversing back to the 
7. There will be loans in places -- oh, say, just 
using a name, Sudbury or North Bay -- where the rate 
might be 7+, but generally the rates will be 7% to 
7+, 74, depending on the location, as I said in the 


brief, the risk, but you can take it for all general 
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purposes now for prime residential properties the 
rate will be 7 to 7t and the trend that was evident 
to 6 3/4 is now slowly reversing. 

MR. SEDGWICK: I see. 

MR, FORTIN: I don't know if it will 
ever get back, but our indications ley 

MR, SEDGWICK: I suppose to some extent 
the rates that your members charge are tied to the 
rates that high-class securities yield, is that right? 
If their rate goes up, your rate -- you are risking 
somewhat greater -- 

MR. FORTIN: Yes, the competition for 
money is like with anything else. The cost of money 
4s like the price of putter, being the interest goes 
up and down. Now if the situation arises where it 
ig more advantageous to put your money, Say, in the 
securities market, then there would be less money 
seeking outlet in the mortgage market and if the 
demand for mortgage loans remains constant their rate 
will go up. Likewise you must appreciate that the 
operation of a mortgage department is much more costly 
than of a securities department. Perhaps one can say, 
generalizing again, that you can operate a securities 
investment portfolio for, say, one-eighth of one percent, 
ordinarily. On the mortgage portfolio depending on the 
type of mortgage, whether the operations are national 
in character, whether you are building up a portfolio 
or whether you are reducing it, whether you are going 
merely on residential or whether you accrue large chunks 
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1 .85, depending on the nature of the Operations. So 

2 that thinking in eS of the gross interest rate 

3 obtainable you must give consideration to your net 

4. yield being affected by the cost of operating your 

§ mortgage department as opposed to your securities 

6 department. 

7 MR, SEDGWICK: As to first mortgages, 

8 may we take it that the rate of the money at 10% would 
9 be the ceiling? 

10 MR. FORTIN: Well, sir, that depends 

11 on conditions. If, for example, you come to a 

12 Situation where you have a 6% refund on government 

13 bonds and the mortgage is offered to you which has 

14 Some elements in it which you don't quite like, that's 
out of the way for administration purposes, well it 
could be that such a rate would not be sufficient. 

MR. SEDGWICK: Just for the purpose 
of argument would it be fair to say, generally speaking, 
members of your Association would consider 84% about 
a ceiling rate at this time? 

MR, FORTIN: In a broad, general way, 
but if you sever it, unless it's, shall I Say relatively 
high, you will in turn deprive some person of mortgage 
credit where having obtained the credit, even at a 
high rate, might make quite a nice Chine out of 16. 
There are such cases where a man borrows at 8% and that 
he, nevertheless, on a deal he is able to make 10% 
profit or 12% profit, so that the problem of defining 
or limiting a rate has the connotation that you also 


limit the opportunity for profit I dealt with before. 
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1 MR. SEDGWICK: Yes. Mr. Lawrence gave 
2 uS a personal experience as to that. Then looking at 
3 paragraph 8 on page 5 -- I know that the cost varies 

4 from county to county because of varvind legal and 

5 surveyor's fees, but thinking in terms of a $10,000 

6 first mortgage loan in,shall we say,the County of York, 
7 approximately what would be the total of the borrower 
8 would pay for the items that you mention in paragraph 8? 
9 MR. FORTIN: Might I ask Mr. Irwin to 

10 answer that? 

11 MR. SEDGWICK: Yes. I just want the 

12 Committee to on 

13 MR. IRWIN: (Inaudible) 

14 MR. SEDGWICK: So that would be 125, 
What would the other items amount to? 

MR. IRWIN: (Inaudible) 

MR, SEDGWICK: Well, seuta we go down 
the list? First of all a certificate would be necessary 
if the borrower did not have a survey. Then the cost 
of appraising. What would that be in the case of a 
ten thousand dollar loan? 

MR, IRWIN: (Inaudible) 

MR, SEDWICK: And the cost of a credit 
report? In the case of a loan, we will say, of the 
Same amount? 

MR, IRWIN: (Inaudible) 

MR. SEDGWICK: About $2.75, yes. And 
then, as you say, in the County of York the solicitor's 
fees would be 13%, and as to items 3 and 4 they would 


be disbursements, wouldn't they? Yes. Those would be 
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the only deductions on the loan? So that if they 
totalled, as we a see they would, about $150.00 
altogether, the balance of $850.00 would be paid to 
the borrower? 

MR, IRWIN: (Inaudible) 

MR, SEDGWICK: A little higher, but 
it would be about in that range, would it not? Yes. 
Then, Mr. Irwin, I don't know if this is your question 
or not, but Mr. Fortin made a reference to the Interest 
Act and its provisions and commences in paragraph 7 at 
the bottom of the page.) And it. says that it: is 
required under the Act before the amount of principal 
money. Mr. Fortin, does that mean the principal money 
actually advanced? Or does it mean the principal 
money which shows on the mortgage as being the money 
advanced? What I had in mind is this: In cases where 
a bonus is paid, we control the mortgage payment of 
$3,000 but only $2,000, shall we say, is actually 
advanced. Does the Interest Act require that the rate 
be computed on the actual advance or on the face of 
the mortgage? 

MR, IRWIN: Well, I think the Interest 
Act is as far as the amount advanced, actually paid. 
(Remainder inaudible). 000: 

MR. SEDGWICK: Well, I'm not sure either 
but it occurs to me that some of the mortgages that 
were brought before the Committee showed an advance of, 
shall we say, $3,000 and a mortgage for something like 
$5,000 and the interest was shown on the $5,000. The 


report would have been a great deal more if 
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it had been computed on the actual advance. 

MR, IRWIN: (Inaudible) 

MR, SEDGWICK: I suppose it is a question 
you wouldn't be too familiar with Bedauie members of 
your Association avoid, if you possibly can, any 
question of bonus, is that right? 

MR, IRWIN: Yes. 

MR. SEDGWICK: If you want the cases of 
mortgages -- (rest inaudible) 

MR, IRWIN: (Inaudible) 

MR, SEDGWICK: And the figures are 
submitted to inspection from the advance, I suppose? 

MR. IRWIN: (Inaudible) 

MR, SEDGWICK: Would that be because 
it might be the house would be more saleable if the 
mortgage -- 

MR. IRWIN: (Inaudible) 

MR. SEDGWICK: Are most of your 
mortgages amortized over their life? 

MR, IRWIN: Yes. 

MRy SELGWICK:SaYoustde not, as a rule, 
have any balloon payment at the end of five, ten or 
fifteen years? 

MR, IRWIN: Very, very few. (Rest 
inaudible) 

MR, .FORTIN..: I would like Mr. Rose 
to speak to that question, if you wouldn't mind, also? 

MR, ROSE: (Inaudible) 

MR, SEDGWICK: I see. So there would be 


a renegotiation at the end of a fixed period, but still 
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no balloon payment. The borrower would still have the 
right to continue amortize the loan over a period 
by six-monthly payments? 

MR. ROSE: (Inaudible) 

MR. SEDGWICK: I see. Because,of course, 
the risk is reduced because of the payments made. 

MR. ROSE: (Inaudible) 

MR, SEDGWICK: Well, it's a phrase that 
was new to me when I came here but it has been used by 
members of the Department as being that payment which 
is due at the end of the five or ten years. Fon 
instance, if the mortgage is $3,000 and the monthly 
payments result in only $2,000 being paid in five years, 
there would be $1,000 principal which you would get at 
that time. I think that's what the officials have in 
mind when they speak of a balloon payment. 

MR. ROSE: (Inaudible) 

.MR, SEDGWICK: But you do not invariably 
arrange the monthly payments so that at the end of the 
ten year period the mortgage would be paid off? 

MR, ROSE: (Inaudible) 

MR, SEDGWICK: I see. So that in your 
case at the end of, say, ten years the lender and the 
borrower will have to get together and arrange a new 
mortgage on terms according to the interest rate then 
prevailing, is that right? 

MR. ROSE: Exactly. 

MR, SEDGWICK: But you say it is the 
custom of your companies to review in all possible cases? 


MR, ROSE: (Inaudible) 
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MR, SEDGWICK: And then I take it that 
you do not, as a term of renewal, insist on any bonus, 
you don't increase the capital sum as a condition of 
renewal? You just renegotiate with airrerent rates? 

MR. ROSE: (Inaudible) 

MR. FORTIN: Might I point out that all 
National Housing Act loans are fully amortized, 

MR, SEDGWICK: Yes, we knew that. I 
wanted to know what was the difference between the 
mortgages that you -- 

MR. FORTIN: Conventional? We do both. 

MR, SEDGWICK: You do both. 

THE CHAIRMAN: Mr. Bukator, do you have 
any questions? 

MR, BUKATOR: Not at all. 

THE CHAIRMAN: Mr. MacDonald? 

MR. MacDONALD: I'd like to pursue some 
of the points that emerged out of Mr. Sedgwick's 
questioning because it seems to me they threw some 
new light on our problem. I don't know whether I'm 
talking to Mr. Sedgwick or Mr. Fortin -- 

This reference to the Interest Act, for 
example, did I conclude correctly from the questioning 
of Mr. Sedgwick that according to the Interest Act the 
interest should be charged on the money advanced and 
not on the face of the loan? 

MR, FORTIN: That's right. 

MR, SEDGWICK: Well, I undetstad that's 
what the witness said, but it's my clear recollection 


that we had examples of mortgages where the interest 
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was computed on the basis of the loan and not on the 
money advanced, 

MR. FORTIN: If, for example -- take 
a transaction this way. Mr. Jones wants a mortgage 
loan and he doesn't quite know how much he wants -- he's 
building a house and it looks as if the cost might be 
ten thousand dollars. So he signs a mortgage for 
$10,000 against his property. When the house is built, 
is finished, and there is no danger of liens and all 
that sort of thing, he finds he only needs $8,000 
because meanwhile his mother-in-law gave him $2,000, 
That mortgage goes at $8,000 and he will pay interest 
on $8,000. Now he may not have gotten $8,000, he may 
have gotten $7,800 and had advanced $200 costs so that 
there was advanced to him $8,000,--$2,000 to meet the 
costs he agreed to pay and $7,800 cash and that is the 
amount you can collect on the mortgage, namely the 
amount advanced, Your collection on the mortgage is 
the debt owing. 

MR. SEDGWICK: I think Mr. MacDonald 
and I had something different in mind. 

MR. MacDONALD: I think the variation 
that you may have as a builder applying originally for 
a $10,000 loan and ultimately getting $8,000 is the 
kind of thing we can set aside. The proposition I am 
interested in is there is an $8,000 loan. Now, let's 
separate out two details here. Suppose you say there 
is $200 expenses. You are suggesting he pays interest 
on that $200 as well? But this is where there's a 


bonus payment in it. Now, this is not the practice in 
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your instance, as I understand it. But it is a wide- 
spread practice. Ts is a contravention of the Interest 
Act that the interest should be charged on the bonus 
too? 

MR. FORTIN: It's not a contravention. 
I think to be doubly sure that you can collect it, it 
should be so specified in the mortgage. The trouble 
is that the borrower, not being fully aware of these 
things, often pays according to the contract even if 
he shouldn't have to pay because of these provisions. 
In other words, what I am saying is that the Interest 
Act says that there is no interest chargeable or 
recoverable in certain cases. If the borrower doesn't 
know that and he continues to pay, he pays -- 

MR. MacDONALD: Have you ever heard 
of a single instance where interest wasn't charged 
because of a violation in the terms you spell out? 

MR, FORTIN: Well, I don't know, I'm 
not in the actual field, but I do know this that there 
are cases one reads in the paper where it seems to be 
obvious that if the borrower had known he would stop 
paying his interest and that it looked from the facts 
given that it's very doubtful that the lender could 
have recovered, because his mortgage was really against 
the provisions of the Interest Act. 

For example, a mortgage saying that it's 
9% before maturity and 12 thereafter. If the borrower 
knows his stuff he needn't pay this because the Act -- 
but if he doesn't know he will continue paying. 


MR. MacDONALD: Well, that's clear cut 
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but I'd like to get Mr. Sedgwick or somebody to answer 
the question, is it in violation of the Interest Act 

to charge interest on the bonus as well as the amount 
of money that is actually advanced? 

MR. FORTIN: It depends, Mr. MacDonald, 
on whether that -- 

MR. MacDONALD: Whether that is spelled 
out in the contract? 

MR. FORTIN: Whether it is a violation 
in this sense. The Interest Act says that the person 
is entitled to stipulate whatever rate of interest is 
agreed upon. He does, but the Interest Act says also 
that in certain types of things he cannot recover 
interest if he does those things. Now, if the borrower 
pays them anyhow nobody is violating anything. It's 
a penalty against the lender and not a violation of a 
statute. That's the distinction I want to make. If 
the borrower can pay whatever he wants whether he has 
to or not, if he still wants to, why nobody violates 
anything. 

MR, MacDONALD: Mr. Chairman, I don't 
want to bother Mr. Fortin in pursuing this, but I think 
we've got a whole new area here that -- I don't know 
who we get in to help us explore it further but there 
may well be here -- 

MR, IRWIN: Mr. Chairman, Mr. MacDonald, 
perhaps I could answer the question directly to get at 
it simply. It might give us an opinion to clarify it. 
In my experience if we look at paragraph 8 of the brief 


there are certain charges which are, in fact, deducted 
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from the principal amount stated to be repayable in the 
mortgage contract so that the borrower receives less 
than he is required to repay and I would imagine that 
in effect, does not the borrow agree eden the lender that 
he is receiving the fact amount that he has undertaken 
to repay? So therefore, it seems to me to be a question 
only of degree. 

MR. MacDONALD: The bonus too? 

MR. IRWIN: Yes. In other words, if he 
has agreed that he has received $10,000 when in fact 
he might only have received $8,000 because of the bonus, 
then he has received the $2,000. Is this true, Mr. 
Sedgwick? 

MR, SEDGWICK: I do not know and I don't 
seem to have with me a copy of the Interest Act. But I 
certainly was of the opinion that the matter is as you 
stated it, that if he acknowledges having received 
$10,000 even though he only receives $8,000, he is 
obligated to pay back the $10,000 with interest on the 
$10,000 . Now, that is as the facts have been explained 
to us. 

MR, FORTIN: If the borrower says that 
he has received this $200, it's been used to pay expenses 
He undertook to pay; hae'no* part init. If itis’ a 
bonus in the sense that we were talking about -- I think 
to be doubly safe the lender probably has to write it 
in the mortgage. Then if the borrower of the mortgage 
instrument has acknowledged receiving this money then 
he has to pay it. 


MR. IRWIN: This is the point I -- 
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MR, FORTIN: But I think to be safe the 
lender must spell it out in the mortgage. 

MR, IRWIN: This I don't know. But I do 
know in practice there is an acknowledgment of the 
total debt whether he got it as a bonus or pay-out for 
legal fees or in any other way. To acknowledge that 
you received this as an advance on the mortgage, then 
you've had it. 

MR. MacDONALD: Well, I think this is 
the very point, it's the way it works whether it should 
or not. Does your contract, in effect, then become 
an instrument for falsifying the situation and 
therefore you are not in violation of the Interest Act? 
But you are not in violation of the Interest Act only 
because the situation has been falsified. 

MR, FORTIN: .Of course, Mr. MacDonald, 
it need not be falsified because all you've got to 
do it to pay the man $10,000 and signs it and gives 
you back $2,000, that falsifies nothing. That can 
happen. The point I wanted to make, Mr. Sedgwick, is 
that I think when you look into the Interest Act you 
might look at it from the point of view that perhaps 
these provisions have application only to mortgages 
on the blended or sinking fund plan. As I said at the 
beginning, not being well versed in legal matters I -- 
if you will notice in this paragraph we refer to 
mortgages payable on the sinking fund plan, the 
blended payment plan or any other plan -- so and Sso, 
Now, whether these provisions as I recite as to the 


greater rate of interest and so on are also applicable 
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1 to mortgages not expressed in these terms, I've heard 

2 it argued both ways and I leave it to you. 

3 MR. MacDONALD: Well, Mr. Chairman, again 
4 we can leave it til later, but I have ‘ little difficult 
5 in understanding Mr. Sedgwick, if I heard him correctly, 
6 make a distinction between a bonus mortgage and a 

7 blended payment, because you can pay a bonus and then 

8 your payments are blended from that point forward but 

9 on the face of the mortgage? 

10 MR. SEDGWICK: I think what the Interest 

11 Act says is that when there are blended payments then 

12 you must show how much is interest and how much is 

13 principal but that doesn't answer the question that 

14 you and I asked about whether the interest on the 

bonus is included or whether they just take the face 

of the mortgage. I still don't know. 

MR. MacDONALD: Mr. Fortin, may I ask 
you one other question? Generally speaking, it's 
obvious from your brief that you are in favour of 
full disclosure as to the rates being charged, amounts 
and so on -- does that go to the point of -- well, let 
me ask you this question: Would a mortgagor be 
entitled to know what the unpaid balance of his 
mortgage was, say, at the end of a five year period? 

MR. FORTIN: He can find out at any 
time. Some companies give him a little book like a 
passbook that shows if he makes his payments what is 
the amount left. He can ask the company at any time 
and he will get a statement of the balance left unpaid. 


But the general practice of our company is to -- 
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MR. MacDONALD: Of the balance unpaid 
then, but what the bedtnoe would be unpaid at the end 
of the five year period? 

MR, FORTIN: You mean at the beginning? 

MR, MacDONALD: Suppose I have a 
mortgage for $15,000, it's a five year mortgage 
amortized over a 16 year period. Will I, as the holder 
of the mortgage, be entitled to know what the unpaid 
balance would be at the end of the five years? 

MR. FORTIN: Yes, any company will 
cheerfully give it to the mortgagor. Some companies 
provide, as I say, a schedule where he knows, he can 
make all his monthly payments, this is the balance of 
principal owing at the end of -- 

MR, MacDONALD: You may be interested 
to know that I happen to be in that position and I 
spent a half an hour on the phone and was persuaded 
by one company that they didn't have the information 
and they couldn't provide it for me. 

MR. FORTIN: Well, you persevere and 
you will (Laughter) 

MR. MacDONALD: Well, I will, you can 
be sure.’ But it is not their practice to do it. And 
I submit that under these circumstances it is one 
feature that buries what the true interest rate may be. 

MR, FORTIN: I don't know about your 
latter statement, but I think it's a fact that by far 
the great majority of the class of lenders we are 
talking about are always prepared to give the borrower 


any information he wants as to the status of his loan, 
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MR, MacDONALD: Is the Canada Trust a 
member of your Association? 

MR. FORTIN: Yes. 

MR. MacDONALD: Well, they do not do 
so. 

MR. FORTIN: Well, I'm surprised to hear 
that because there is no problem about it in any 
company. I'm quite sure that many of these gentlemen 
here always do that. There could be a mix=up. I'11 
make some inquiries about that. 

MR. BUKATOR: May I interject at this 
time, Mr, Chairman. For Mr. MacDonald's information 
I have a Canada Trust mortgage on my home, it's coming 
due in February of next year, '64, and for information 
to myself I contact them by phone and said I wonder if 
you would let me know the pay-out at the end of my 
five years in February -- this is the Canada Trust. 

In a matter of a day or two I got a letter stating 
that when it became due and payable -- the five year 
term was used up in February, but I would be owing an 
Xx amount of dollars and they had it right to the last 
cent. It would appear to me a company like Canada 
Trust would have this for you. It would appear to me 
that someone, a junior in the office, has given you 
the wrong -- because that company -- 

MR, MacDONALD: I may have got the junior. 
I then went to somebody who was in the Mortgage Depart- 
ment and was given this information. In fact I was 
told the only way I could get it was to write to 
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point; the people working with the loan said they knew 
of no such table which could give a mortgagor the 
information as to the unpaid balance at that time or 
at the end of his mortgage even though the payments 
were regular payments,blended principle and interest, 

MR. FORTIN: Mr. MacDonald, do you mean 
this is a mortgage,that you had borrowed a mortgage 
from them and that you couldn't find out what you 
owed them, or are you talking in the theory of 
amortization payments? 

MR, MacDONALD: I am asking the simple 
proposition -- I hold a five year mortgage, what is 
my unpaid balance at the end of the five years? 

MR, FORTIN: Now, Mr. MacDonald, I'll 
send you a set of mortgage tables, if you are talking 
about tables, where -- I don't know I think they may 
go from 5% to 73, or whatever it is -- periodically 
these tables come out, they are called mortgage tables. 
I'd be glad to send you one, 

MR. MacDONALD: I can get hold of these 
tables -- they are generally speaking -- 

MR, FORTIN: Every company has them, 

MR. MacDONALD: I know that. The answer 
was that they have to calculate the interest from month 
to month and that they couldn't give it to me as to 
what the unpaid balance would be. 

MR. FORTIN: Well, if it is not a queer 
mortgage, in the sense of peculiar terms, these tables 
are quite a bit involved -- I haven't got one with 


me but every lender hands them out to lawyers and one 
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thing and another. 

MR, IRWIN: Mr. Chairman, I certainly 
can throw this light on it that I am surprised to hear 
this because in my experience these are readily 
available in the offices of the mortgage people. The 
only thing that could possibly arise, and I have run 
into this, is that very often they put up a wall of 
resistance, if you are inquiring about somebody else's 
mortgage, not your own. If you are inquiring about 
your own or you have written authority from a client 
to obtain this information there is no trouble, but 
if you are just asking for information with respect 
to somebody else's mortgage they often will not -- 

MR, BUKATOR: Well, this is customary. 
Speaking now as a real estate broker, thereare times 
that we will contact -- by selling a home -- we will 
contact a company that has -- let's say here, the 
Royal Trust --. that has the mortgage on that home and 
we want the pay-out of that date. Often we will be 
told as brokers that this information is not available 
to you, it must come, the request must come from the 
man who borrowed the money and if he wants us to send 
it on to you let him illustrate by way of letter. Now, 
this may be the problem that Mr. MacDonald speaks of, 
but I find that this particular company that he 
mentioned, Canada Trust, did forward to me the infor- 
mation that I wanted and it happened to be a 15 year 
mortgage and I know exactly what will have to be paid 
at the end of the five years because it happened to be 


on my own home. Now, I can either do one of two things; 


Pe pin 
yy oe 


os 


| f Wlaeaceizitions Rea 
Sin Ha tH HS yy tee ad 
7 Sei cihcianasi dudd= aniaivprt os soy Ub (cCetetae 
Wee Galtiupal ore vay tl . avo toy Jon .ogegama 
| @nelrle © mot? ysttodtdus mresolaw oven coy te nwo TOY | 


m4 
¥ 
7 


Gd WeiGiets GA et eseds sottamvolnt ati? abedde ea a 
Soeges? altw doivenictof ict hela aint s Ts say Tt 
a= gon [itw oadto yor sasuttom a! safe ybodsiionves 
sWaemadaes ef aide \ifsW <fOTANUd .AM 
Bealigs swovsls paenere 9ys2es ies t s 38 won aobileigt 
Sitw ee == emo 5s stills «d -- sostnoo Liiw sw oe 
end ~@ue7 Wee Ss’ del -- sar jst vwosomoo 4 Joaeeee 
Ole SM@on Jerid do ssautrrom ont aa san: ‘ seunl Jezen 
og fifw ew asvtO § 6.6325 tsds to ivc-ys¢ sft) anew Be 
eeceifava var ef fotvamiotni efit dent si9sdend 2p bie 
Say Moll soo Yaum Fesupoi 29 .smos Jaum tt woud 
nee oF s0 S3naw of TD! Sas yescaom ard beworred caw Bee 
sweu ,wetge)) to Yew yo sdsettevi it mate ~~ voge oF ao ge 


s7® Avasge SiarotosM .2M sadd msfiow oct of Yam ately: 


her 
ts 
Bes 
ss 
és 
a 
as 


Sn Dat “eaegmes telveldraq aict teddy based 2 ded 
S7Ctat ed 6m .od Hrawiod Sib .faii* shaaad .besotdaen 
eare Gi aed of bomsqgen 41 bos betnaw Y Jedd noldeme 
ied ethos Sad (itw darlw Uldcaxs worl I bas 2BaRC tem 
D 990 8 tensggait! evissed anssy evtt ond to bas edd ae 
ARPA Ok Do sit ob nadate mao 1 wom, sine: amen gmme 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1284 


I can pay it off at that time or renew it with them 
by the adjustment of. the rate of interest. I hope it 
will come down, 

MR, FORTIN: You had no trouble getting 
that information? 

MR, BUKATOR: Oh, I had it immediately, 
within the day, I think. But they did refuse me on 
different occasions, lots of companies have, because 
it's none of your business, even though you are a real 
estate broker. It's the business of the man who borrowe 
the money and let him tell us if he wants you to have 
this information and you will have it in a few days 
time. 

MR, FORTIN: The member is subject to 
certain risks in handing out to other people what is 
another person's business. If he asks for it then 
he can pass it on to whom he pleases himself. 

THE CHAIRMAN: Mr. White, do you have 
any questions? 

MR. WHITE: . I'd like to resolve one 
point. As I understand it, conventional lenders very 
often restrict the term of the mortgage to five years 
although it is amortized over a 20 year period or 
something of that nature. At the end of the five years 
say the mortgage falls due and then, as this gentleman 
has told us, almost always it's renewed at the current 
rate of interest. Of course, if the mortgagee is, a 
reputable firm the mortgagor is not jeopardized in any 
way. If the mortgagee is unscrupulous then that 


principal amount falls due at the end of the first five 
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year term and then the mortgagor may be required to pay 

a very substantial bonus. And perhaps a higher -- well 

I'm saying this particularly in the second mortgage 

field -- and we have had cases like this described to 

us in this Committee wise... Xe describes a similar case 

where a householder is sort of put into debt in 

perpetuity always paying off only the loans. This is 

a vicious cycle among sophisticated borrowers and I 

am wondering if the appropriate government shouldn't 

require the mortgagee to renew a mortgage at the 

mortgagor's option at an interest rate of perhaps a 

one or two percent spread from the original rate. This 

will accommodate reputable firms who will be able to 

move up a little bit if the current interest rate has 

risen in the five year interval. It will presumably 

protect the mortgagor, if rates have gone down but 

it will eliminate this very vicious practice of 

charging bonuses every few years and I am wondering 

if these gentlemen, Mr. Chairman, would comment on that? 
MR. FORTIN: Well, Mr. Chairman, speaking 

to the question -- the interest there is a one-way 

street, in favour of the borrower. I, as a lender, 

make a loan. The borrower wants it for ten years and 

he agrees with me that the rate is 7%. If that borrower 

is an individual and at the end of five years money 

rates haven't come down, he comes to me and says, "Take 

your money back." If the rates have gone up, I'm 

stuck with the original rate I agreed upon. In other 

words the right of repayment given to the borrower in 


the Interest Act means that he gets the breaks. Now, 
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as loan and trust companies -- 

MR, WHITE: Excuse me for interrupting, 
but that's on the assumption that there is a renewal 
clause? 

MR. FORTIN: No, under the Interest Act 
he has the right at the end of five years to tender up 
the money with three months bonus. 

MR, WHITE: He has the right -- 

MR. FORTIN: To tender the money with 
three months bonus and the lender has to take it, that 
is if he is an individual, not a corporation. 

MR. WHITE: But I mean the mortgagee in 
that case might have to pay a higher rate of interest 
if the interest has gone up very much? 

MR, FORTIN: Yes, but he won't tender it 
if it has gone up because the borrower usually has to 
borrow the money. If he has a contract at 7% and the 
rate he would have to pay is 9%, you can be sure he 
won't repay me. He will repay if the rate is lower than 
the original rate and leave the lender with his money 
to put up at the lower rate. 

MR, WHITE: Assuming a ten year term? 

MR, FORTIN: Any term, longer than five 
years, 

MR. WHITE: They are not writing them 
longer than five years -- insurance companies -- 

MR. FORTIN: Oh, yes. 

MR. WHITE: It's not the practice, as I 
understand it. 


MR, FORTIN: There are mortgages written 
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for fifteen years or twenty years, twenty-five. A great 
many of them are written for twenty years, that is, 
principally loan and trust companies, some are written 
for ten years, perhaps the average for loan and trust 
companies might be, say, twelve years. Now, the reason 
for the five year term is that loan and trust companies 
generally borrow short and they must, therefore, equate 
their return they get to the cost of the money to them. 
Competition for mortgage business is pretty stiff and 
more than once would you get no business if you limited 
yourself to five year term. So that in the play of the 
market you have to meet your competition, the competition 
may be from private individuals, may be from lawyers 
and their estates, might be from gratuities, from 
almost anybody because mortgage business is open to 
everyone. So that while there is such a thing as a 
general, super-liking, shall I say, for a five year 
mortgage, it does not follow that the mortgages put 
out by loan and trust companies are limited to five years 
I think Mr. Rose, you could verify that in your own 
case? 

MR. ROSE: I think, Mr. Chairman, that 
ten years is probably average (rest inaudible) 

MR, WHITE: Is the average term ten years 
including the NHA mortgages? 

MR. ROSE: I'm sorry (rest inaudible) 

MR, FORTIN: On that point, the life 
companies, of course, the nature of their business being 
exceedingly long term, will make mortgages perhaps of 


an average of 20 or 25 years, whether they are 
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conventional or otherwise. Not necessarily on every 
type of loan. Perhaps you might speak to that, Mr, Irwin, 
On the basis of your own experience. 

MR, IRWIN: (Inaudible) | 

MR,..BUKATOR: Well, I've got three mortgages 

and the life insurance companies concerned will never 
give-any more than five years so they don't think much 
of me, I guess. 

MR, WHITE: That's beside the point. 
The point I am trying to get at is that -- is there 
Some way of avoiding this, particularly in second 
mortgages, by giving the mortgagor the option of 
renewing it, even though there may be a little flexibilit 
in the interest rate itself? 

MR, FORTIN: Of course if you make 
mortgage lending still more of a one way street what 
you do is you decrease the supply and in time you have 
nobody prepared to make that type of investment. After 
all, both the lender and the borrower have a position 
to maintain and if you force the lender to remove at 
that time then he will seek to get such types of loans 
aS will tend to make him reasonably sure that he's 
not going to have any trouble and it means that the 
marginal and sub-marginal risks just may not get any 
loans. That's the big danger in trying to direct 
everybody's business and if you -- there are a lot of 
other things you could do but it would just stop the 
business that's all. People would put their money 
elsewhere. 


MR, WHITE: The market would dry up? 
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MR, FORTIN: That's right. 

MR, WHITEC: ..: Assuming with all that 
that the mortgagor hasn't kept all his payments up, the 
mortgagee will be released from this automatic renewal 
clause and assuming flexibility of interest -- I'm 
assuming all the conditions that Mr. Rose has told us 
would qualify one of his mortgagors for renewal -- I 
am now wondering if the practices now being used by 
reputable firms couldn't be imposed on unscrupulous 
lenders? 

MR. FORTIN: I doubt, sir, that you can 
impose them, shall I say by law. They arise from a 
combination of the type of business you do and not 
because the law won't let you do that sort of thing. 
One of the troubles is that, as I said before, that 
everybody can go in the mortgage business; some of 
the boys are sharper than others; and some are more 
greedy than others. Some borrowers are dumber than 
others and put them all in the mill and you get some 
abuses. Speaking entirely personally, not from any 
Association point of view,but I doubt exceedingly that 
you can make all the borrowers or all of the lenders 
saintly in their approach to each other. I doubt that 
exceedingly. 

THE CHAIRMAN: Mr. Belanger? 

MR, BELANGER: Yes, I have a few 
questions that I wanted to ask. Mr. Fortin, I presume 
this Association is all across Canada, I presume? 

MR. FORTIN: Yes, it's members generally 


do business all across Canada. 
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MR, BELANGER: And you have members 
throughout the Province of Ontario? 

MR. FORTIN: «Yes. 

MR. BELANGER: I was quite interested 
in what you said here in paragraph 6 on page 4. You 
said, "Both the demand and supply factors differ in 
respect of different types of property and so the 
interest rate applicable to mortgages on residential 
property will differ from that applicable to mortgages 
on property other than residential", Now you mentioned 
something a while ago about the risks you have to take. 
Does the economic factor come into that consideration? 

MR. FORTIN: Yes. 

MR, BELANGER: It does? 

MR FORTIN: Yes. Ite could: bes that 
conditions are such in a particular category that -- 
let's say because of high municipal taxes which rank 
ahead of a first mortgage -- where you would be very 
wary in the amount you would lend ona particular 
property, or ifmyouswowldmlend! ateall« Aifveyourhadia 
municipality that was unable to meet its own obligations, 
its debentures -- as we've had an ancestry of that -- 
you couldn't get mortgage loans except of a very low 
relative amount to the lending value and perhaps not at 
rae 

MR, BELANGER: Supposing we say that the 
---(rest inaudible) Again, would that have a factor 
into the interest figures you charge? 

MR. FORTIN: Yes. It would also result 


in difficulty in getting loans at all, so much so that 
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a lender of the type we are talking about would prefer 
not to make the loan rather than to charge the rate 

of interest which he considers to be sufficient to cover 
the extra risk. For example, where there is a lot of 
unemployment and the people there, well, they have got 
some debts, Joe Doakes wants to borrow. His employment 
is doubtful and the lender will tend not to lend until 
there is a glimmer of light as to what the picture is 
going to be. He's not going to charge him 15% and make 
a loan, he'd rather not make the loan and buy a peck of 
trouble. 

MR, BELANGER: In other words, in certain 
municipalities the people concerned would have to go 
to the type of lender that we have had here in order 
to get money to pay those high interest charges? 

| MR. FORTIN: I should qualify that, sir, 
that there will be some cases where NHA loans, if it's 
for new residential, may be available because of the 
partial insurance in the NEA, 

MR. BELANGER: I wonder if you would -- 
in paragraph 7,I know that you have read it already, 
but I wonder if you could give us some idea -- (rest 
inaudible) 

MR. FORTIN: A man owes you $10,000 and 
you provide that through amortization over a ten year 
period and he is going to pay back $7,000. At the end 
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a balloon. Now, that -- the payment of that $1,000 


can either be required immediately or it can be 
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incorporated in the renewal of the mortgage or the 
balance on terms then mutually satisfactory to the 
borrower and the lender. Our companies, being 
essentially interested in investment of money, can have 
no object in refusing to renew, because they've got to 
put the money someplace. If I have a borrower who is 
paid off, say $8,000 of a $10,000 debt, I think he is 

a pretty good borrower so I would be delighted to give 
him some more time to pay that $2,000. No object in 

me forcing the $2,000 because then I've got to go 

some other place and relend it. That's the balloon end 
of it. In other words the monthly or quarterly payments 
required in the mortgage do not cover the whole of the 
debt always. And the balance of the debt owing at 
maturity then has to be taken care of. Oftentimes the 
borrower pays off, sometimes he can make a better deal 
with another lender, in which case he would pay you off 
with the proceeds of a loan taken somewhere else. More 
frequently he will prefer to arrange with the old lender, 
his former lender, his present lender for renewal of 
the balance. On the other question I think you were 
leading to, if a man signs a mortgage of $10,000 and 
there are $200 of costs, such as we described before, 
alborrower can either give you his cheque for $200 as 
being the expense involved or he authorizes you to 
reduce the advance on the mortgage to him by the amount 
of the costs incurred which he has agreed to. So that 
if the mortgage is to be a full paid up, he will get 
$9,800 of cash and will have paid for it $200 of 


expenses and his debt is $10,000, if he repays it 
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according to the terms of the mortgage as to principal 
and interest. 

MR, PRICE: Normally it would be handled 
that way, wouldn't it? 

MR, FORTIN: It's much simpler. As a rule 
a borrower who wants a $10,000 loan hasn't got $200 
to give you. But it is a payment made by the lender 
on the authority of the mortgagor, otherwise the 
mortgagor does not get the loan. He has to pay those 
expenses, or he agrees to pay them. Does that answer 
your question? 

MR. BELANGER: Yes, thank you very much, 

THE CHAIRMAN: MR, Reilly? 

MR. REILLY: Actually the brief was 
quite clear and straightforward. I appreciated the 
comments of Mr, Fortin. The only thought I had in 
mind, Mr. Chairman, was something about the organization 
itself. Do you solicit membership in the organization, 
Mr. Fortin? 

MR, FORTIN: No, sir. The Association 
is limited for membership to insurance companies, trust 
companies and loan companies of the type which are 
suitable for registry under the Loan and Trust Corpor- 
ations Act. 

MR, REILLY: A mortgage broker wouldn't 
be eligible for membership? 

MR, FORTIN: No loan company which is 
not registerable under the Loan and Trust Corporations 
Act is eligible for membership. 


MR, REILLY: Now, for instance, you have 
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one bank, what about the other banks? 

MR, FORTIN: This is a savings bank, sir, 
in Montreal which, because of the nature of its securitie 
investments has belonged to the Association Since 1920, 
I believe. In other words our problem, our work, is 
not limited to mortgages. It is to protect the invest- 
ments of member companies whether the investments are 
bonds, debentures, municipal, provincial, corporations, 
stocks or what have you. 

MR, REILLY: Annual fee? 

MR. FORTIN: That depends, sir, on the 
ratio of each company's assets of Devel types to the 
total. But you have to be an insurance company, a 
trust company or a loan company registerable under 
the Loan and Trust Corporations Act to qualify for 
membership. 

MR, REILLY: Thank you very much, Mr. 
Fortin. 

MR. BELANGER: I have just one last questidn 
here. You have been dealing with residential property 
here, what about commercial, is the rate quite a bit 
higher? 

MR, FORTIN: Once again that depends 
on the whole market set-up. Oftentimes they may be 
a quarter or a half up, other times they might not be 
too different. You appreciate that there are commercial 
and commercial. If, for example, you are lending on a 
number, say, of filling stations and you have the 
guarantee of one of your national oil companies behind 


those particular mortgages on these particular filling 
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stations, your rate won't be that much higher. You may 
have a kind of physical structure on a location which 
will command a low rate and you will have another kind 
that will command a high rate and I may say that on 
these commercial and industrial the. would-be lender 
does a lot of shopping around and you have to meet 
Whatever the going rate is at the time. There are 

some companies who do not make commercial or industrial 
loans. There are some who do a greater proportion than 
others. Once again perhaps Mr. Rose might talk on 

that for us? 

MR. ROSE: (Inaudible) 

THE CHAIRMAN: Mr. Irwin, I believe,has 
a question. 

MR, IRWIN: Mr. Chairman, I wanted to 
raise the matter of principal, particularly because of 
the presence of four or five people in this room. The 
question is this: In dealing with certain people who 
appeared before this Committee where bonuses, brokerage 
fees and other charges of a substantial nature have been 
made to the borrower and the result has been that the 
borrower has received a good deal less in cash than the 
amount which he has undertaken to repay. And in order 
to evaluate the effect of these charges, for example, 
if a man has undertaken to repay a mortgage of $3,000 
there may have been bonuses and charges and other things 
such that he only received two, and there-fore in 
evaluating the effect of the $1,000 we have been in the 
practice of considering that to be convertible to a 


rate of interest per annum. Now, in principle, -- don't 
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think I'm trying to be critical, I'm just trying to get 
a discussion. On page 5 you gave a list of charges 
which are the responsibility of the borrower which he 
has agreed are payable by the borrower by way of deduc- 
tion from the face amount of the mortgage so that he gets 
less than the amount he undertakes to repay so that in 
kind, at any rate, the circumstances are exactly 
Similar. They are substantially different in degree, 

I realize. Would it be fair to cause yourselves, as 
reputable bankers, to restate your effective rate of 
interest which might be 7% to take into account the 
effect of converting these charges into an annual 
interest rate so that you would advise the borrower 
that he was really paying 73 instead of 7? 

MR, FORTIN: Let's put it this way: These 
costs we are talking about are actually an advance of 
money by the lender. The lender actually has disbursed 
that money to the borrower or on his instructions to 
pay his bills, so that the amount of money which you 
have loaned that man is the cash you gave him plus the 
money that you used on his behalf to pay the expense 
of obtaining it, so that to us there can arise no 
question that these expenses can be anything like the 
nature of a bonus. They are disbursements made to 
him or at his behest and the money does go out of the 
lender's pocket. 

MR, SEDGWICK: To put it bluntly it would 
be the same thing if you gave him the cheque for 
$10,000 and then said, "Will you please give us a 


cheque for these expenses which we have incurred on your 
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behalf, amounting to $200.00. 

MR. FORTIN: That's right. 

MR, MacDONALD: But is there any 
difficulty in restricting the deductions that might be 
made from the face value of the mortgage? I mean, all 
of these charges are legitimate charges. What we are 
searching for in this Committee here, is to avoid these. 
abuses and disreputable lenders. Would you object to 
a proposition that the law would specify that these are 
the: legitimate deductions, and no others, could be 
permitted because it gets into the area of an abuse? 

MR, FORTIN: I wouldn't like you to just 
take these particular ones because there are, in some 
cases, different types of expenses. But I have no 
objection to the statement that, in a general way, that 
you may charge as stipulated. The National Housing 
Act does so. It says that you shall not charge the 
borrower -- 

MR, MacDONALD: Could you give me an 
example of what you feel what might be another legitime 
deduction in other circumstances? 

MR. FORTIN: For example, there might 
be an inspection fee where the lender, to cover the 
cost of inspecting the property during progress of 
construction, which is a fee. In other words, somebody 
who is familiar with construction will go on the site 
and inspect it and keep in touch with the builder and 
we charge a fee for it. Another company may not. A 
lender may have that done by someone on a fee basis and 


still another company may do it itself. Some may charge, 
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some may not. I think the problem is that if you 
attempt to be -- to pin-point the kind too much you 
bring other troubles because you may result in driving 
underground as some of these things which are too 
precise -- I think the same thing can be described in 

a number of ways and you run into the danger of driving 
underground. 

MR, IRWIN: Could I pursue this -- the 
problem, as I see it, and I don't care to be picayune 
about this, is that in trying to evaluate the incidence 
of cost of money to the borrower in the case of some 
instances which have been quoted to us, it has been 
easy, or at least the easiest way of evaluating them, 
to take all the charges with the interest, dump them 
all together and equate this to an annual interest 
charge. Now, if it would be proper merely as a measure, 
not saying the measure in itself is good, but if we 
are measuring those people by that method then we 
should measure you by that method too. And I'd like 
your reaction to that. 

MR. FORTIN: Except that no matter what 
lender -- whether he's an installment lender or anybody 
else =4\if he actually) pays out, the money, it is 
different than if he simply adds to the loan by a fee 
which he puts in his pocket. So that if the criterion 
is that this is money actually disbursed by the lender, 
then it is that on which your rate of interest does 
apply and in the case of our mortgages that is exactly 
what is done today. 


MR, IRWIN: In other words you are saying 
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that there should be some means of distinguishing between 
the type of charge which represents a true and proper 
disbursement on the part of the lender from those 
other charges? 

MR, FORTIN: Yes, because if the lender 
pays it out he's out that money and is entitled to a 
return,onvits»-It‘s a different thing if.he slips a 
couple hundred bucks in his pocket by way of a commission 
or bonus. You can argue that he never did pay it 
out but in the case of the kind of mortgages we are 
talking about, we actually disburse this money. 

MR. IRWIN: «Well,«a.b Chink thisiis 
very interesting in that we are talking about a matter 
of great difference in degree, but in principle then, 
in evaluating some of these second mortgage situations 
we ought to be able to distinguish between the 
legitimate disbursements and these extra charges that 
are made which are merely an unwarranted burden on 
the borrower. That leads me to another question -- I 
don't know whether you gave a comment particularly on 
this -- but one of the -- again using the same principles 
of evaluation on installment contracts -- it seems the 
easy thing to do to take all the charges, whatever 
they are, insurance service charges, they call them, 
interest rate, lump them all together, relate that 
to the principal sum received by the borrower and equate 
that to some kind of an annual interest charge. And 
one of the arguments advanced by finance companies and 
others is that that's not fair because it costs them 


money to service the loan and they should not be treated 
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as part of an interest calculation. Now, in your case, 
I gather, you are absorbing these costs of servicing 
the loan? 

MR. FORTIN: It's the cost of doing 
business, Plus the collection, and so on. Mind you, 
we have to get a rate of interest sufficient to meet 
your costs, the costs of operation, and a margin. 
Otherwise you just can't stay in business. But the 
cost of operation is the lender's cost and if he can 
operate more successfully on lesser cost then he makes 
more profit and he's able to meet competition still 
further, But it's not in the same -- we don't suggest 
that the lender should begin to pay something extra 
because you have a stenographer who earns $60 a week. 

MR, IRWIN: This is the part I'm trying 
to get at. In other words, if it, in principle -- not 
in degree but in principle -- if it is correct or 
proper administration that the lender absorbs the cost 
of staying in business, of servicing the loan, then he 
ought not to add that as an identifiable service charge, 
If he has to have 20%, let's say, per annum in order to 
stay in business, it ought to be ‘stated as 20% and not 
10% interest and$10.00 service charge -- that would be 
your view? 

MR, FORTIN: I've had little experience 
in that field, but my own personal view would be that 
way. I don't know anything about the consumer business. 

MR, IRWIN: The point I am trying to 
establish here, Mr. Chairman, or bring out, is that I 


think that we have to give some thought to the principles 
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involved. Is it appropriate for a finance company to 
say their cost is a service charge and these companies 
absorb that cost although it's a great deal less in 
degree. We have to develop what is properly considered 
to be interest and what other charges there may be, 
That's all. 

MR, FORTIN: May I just add one word. 
There are cases where, let's say a trust company -- we 
administer a mortgage on the account of somebody else 
for which it will charge a fee. That mortgage is not 
the trust company's money, it is merely the collecting 
agency, the procurer of the mortgage, if you like, and 
soyvon.s And that is a cost of that lender. 

MR. SEDGWICK: A charge to that lender? 

MRet FORTINes a That! sorights, 

MR. SEDGWICK: You are thinking of 
estates, for instance? 

MR. FORTIN: That's right, or agencies. 

MER, SEVGWICK :‘YoSureve And) the lender 
adds that to the trust company service charge, but not 
the borrower? 

MR, FORTIN: No, that's not what we're 
talking about. 

MR. IRWIN: There are a couple of other 
facts I wanted to ask. Do your companies generally 
engage in these syndicated mortgage arrangements where 
one commercial mortgage may be too large for one 
company? What do you do in those cases? 

MR. FORTIN: There are a number of 


arrangements, For example, four companies might agree 
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to put a 10 million dollar loan on a hotel, each company 
agreeing to take a share of it, each company relying 
upon, say, the Manager of the group to service the loan 
and to process it and so on. And there is no differ- 
ential in interest rate that I know of with that kind 

of loan except that it is a loan participated in by 


é6rs Jointly. 


two or more<me 

MR, SEDGWICK: It would generally be in 
the form of a debenture, wouldn't it? 

MR. FORTIN: Well, sometimes, but not 
necessarily. On straight real estate it may be in the 
form of a mortgage in which eight companies would have 
aupiece J 

MR, IRWIN: The other point I wanted to 
establish is: When the lender, like in your case, 
on page 6, the second paragraph, you speak of the 
stand-by fee of the buyer to avoid the situation where 
he may merely be using your -- 

MR. FORTIN: Your the goat -- 

MR, IRWIN: Yes, he's using your loan 
as the leader in other directions. At what point, 
though, are you and he jointly committed to a loan? 

MR. FORTIN: Well, when he applies for 
the loan and you give him a letter of commitment? . the 
lender is committed to making the loan but you can't 
force money down a borrower's throat. So meanwhile he 
has gone to someone else and got a better deal. You 
never hear from him again and if you commit yourself, say, 
to have available for disbursements to him in four 


months time two million dollars and you have arranged 


Ay mon ‘fees {sted ¢ 
Eo: . 
=  gpniyiet yosqme Boge. 


voy 


pee etre: 


. 
. 


= a — 
a ors 


: ~ucl nm mada oF. singmontud aly Not 6, 


> % 
' .. ide 


IMOSMoes 


bis ntisge math mosd - 
— 


E 
7 7 - 
ld — 


va 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO L303 


your investments in short term obligations on which 
the return is lower so as to be prepared to meet your 
commitments, he doesn't show up. To protect yourself 
you say to him, "All right, we will give you a firm 
commitment. You give us $2,500.00. If you take that 
loan we will give you back the twenty-five, but if you 
don't take it, we keep it". Although there are some 
cases where the amount is large and the term is long. 
Suppose you are required to commit yourself two years 
in advance for a large amount of money. You probably 
make an agreement with your borrower and he agrees to 
it, that a stand-by fee will not be returnable to him 
unless he wants the loan before that particular date. 
There are all kinds of arrangements and they depend on 
the credit worthiness of the would-be borrower, the 
experiences you have had with him or people like him 
in the past and the kind of property he is dealing 
with. 

MR, “IRWIN: The letter of commitment 
is an irrevocable offer? 

BR.. FORTIN:.,. Well it is, of.course, upon 
its face, conditional on certain things -- proper 
construction and what have you; it is “revocable to the 
extent that you are not committed if you don't get 
the priority, for example. 

MR, REILLY: Mr. Chairman, before he 
leaves that point, that letter of commitment only 
applies to large commercial or industrial firms? It 
doesn't apply to a residential mortgage? 


MR. FORTIN: - I think it. does... You, agree 
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to give Mr. Jones a loan for $10,000 and you recite 
the conditions, you recite when you will pay it out 
to him. Maybe it's one-fourth when the first floor 
joists are up and one-fourth when the roof is on and 
one-fourth when the rough plaster is on and the balance 
when the house is virtually completed. That's all 
set out and there is a custom pretty well known in 
the trade that all these things are pretty well the 
Same, but the letter of commitment from one company 
may differ in wording from the language of another 
company, generally speaking they are pretty well all 
the same. If you are too stiff or you won't give 
service, you won't get the loan. 

THE CHAIRMAN: I wonder if any of the 
other members have questions at this time? Well, 
before we adjourn the meeting I think Mr. Joyce is 
here, You might like to see him, Will: you stand up, 
Mr, Joyce? And. Mr. Close is here, as well and Mr. 
Nelson. 

Thank you very much, gentlemen, for 
coming this morning. We appreciate it. Mr. Close, do 
you have some remarks you wish to make to the Committee 
this morning? Thank you very much, Mr. Fortin. 

MR, CLOSE: Do you have a copy of our 
brief? Many of the comments which we have heard here 
have been discussed this morning at some length, so with 
your permission, sir, would you like me to read our 
brief or -- 

THE CHAIRMAN: What's the pleasure of 


the members of the Committee? I imagine there would be 
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considerable duplication here but would you prefer that 
the brief be read? 

MR. REILLY: I think I would prefer that, 
Mr. Chairman. I would prefer to hear it. 

THE CHAIRMAN: Right. 

MR. CLOSE: "Mr. Chairman and members of 
the Select Committee of Consumer Credit: You are in 
possession of a brief presented to your Committee by 
the Dominion Mortgage and Investment Association. The 
Royal Trust Company is a member of the Association and 
has had the opportunity of examining the brief before 
its submission to you. Although the brief contains, in 
our opinion, an accurate summary of the mortgage lending 
policies of the member Companies, it has been suggested 
that an individual brief by The Royal Trust, giving a 
more detailed report on our own lending policies, might 
be of assistance to your Committee. I am pleased there- 
fore to present the following notes on behalf of our 
Company to be used in conjunction with the information 
contained in the Association brief. 

"In a letter, dated 18th June, from your 
Chairman, you indicated that you were to examine, study 
and report on all matters relating to the actual cost 
of credit to consumers, including mortgagors. We 
assume that, in the mortgage field, your attention is 
being directed more ain Preataley to second and third 
mortgages. We make this observation only to indicate 
sevone Scart that; -as-an Institution, “we-conf ine “our 
mortgage lending, generally speaking, to first mortgages 


not exceeding two-thirds of the appraised value of the 


- a = = 
; - vas 


Woy bite Stef sto Héfdnotiqud. 


bso 


bt % 4G 

1 \eedd sotstq Sfvow.l ante 
) 

{ ; 


{ 


Eli smvseg 
» 2 =) gated 
odem eW 6. uopegttom 


: a 1 9% an 
“Ii3so! a8 en ted’ ¢cete ef24 

; 9 4 

Bn ‘Saal rh 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1306 


property. 

"We might also point out at this stage 
that our Company also makes personal loans secured by 
collateral. Whereas our Company has by no means entered 
into wide open competition with the banks in this field, 
we favour reasonable expansion in the granting of 
adequately secured loans to clients and others connected 
with, or friendly towards, the Trust Company. We insist 
on collateral security being hypothecated to supplement 
a satisfactory personal covenant. More will be said 
below with respect to collateral loans. 

RESIDENTIAL MORTGAGE LOANS 

"Tn examining mortgage loan applications, 
The Royal Trust Company applies the techniques referred 
to at Pages 3 and 4 of the Association brief as regards 
the lending value of the physical property as well as 
the credit worthiness of the applicant. These factors 
play an important role in deciding first of all whether 
or not the loan should be made, and secondly on what 
terms the loan should be made, including the interest 
rate to be charged. AS you will see from the following 
paragraph, however, there is little spread in the inter- 
est rates charged at any given time on residential loans. 

ffi temicht daterJdect.,.<«sirs Heresy ine view 
of some of the previous comments -- under no circum- 
stances does The Royal Trust Company ever collect or 
charge bonuses and as a further addendum questions 
from various and answers -- statements rather from Mr. 
Fortin in answer to a question that in an area where we 


would allow them, we wouldn't simply raise the rate of 
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interest. If the rate of interest, or the loan appears 
to demand a rate of interest in excess of our normal 
rates, we prefer not to make the loan, 

"INTEREST: The interest rate charged for conventional 
residential loans across the country runs at the present 
time from a minimum of 64% to a maximum of 8%. The 8% 
rate exists in some parts of the country including the 
Maritimes. The minimum rate is usually 1/2 of 1% above 
the current N.H.A. rate. 

"In Ontario the current interest rate 
spread is between 6 3/4 and 7 1/2% with most loans being 
made at 7%.to 77%. Interest on all loans is compounded 
semi-annually and whereas more than 80% of the loans now 
on our books (including older loans) are on a monthly 
repayment basis by way of blended payments of principal 
and interest, over 95% of loans being processed by 
us at the present time are on a monthly repayment basis. 
The instalment payment amount whether it be on a 
monthly, quarterly or semi-annyal basis, is derived 
from tables computed by the Financial Pepi tah tee Company 
of Boston." That Company has been referred to before 
today and is the recognized principle source of mathe- 
matical tables. 

"Where the repayment is on a quarterly 
basis we use their publication No. 24 and in the case of 
monthly repayments we use publication No. OOM ys 

If I may interject in view of some of 
the comments earlier -- occasionally we have a special 
loan which isn't susceptible to the tables such as 


where a debtor anticipates receiving, say, $2,000 after 


=r — 7 ; : at “CUATRO CHES 
ee; . Sh Wns ys 7, ea 
daage bo! add tc. d4ers3ah od adet okie eek 


@ wed 


. fsaran miro to feeoxs teaver to 


@® yo 


aa 


TMT 


eneceaca q 7 HW " ry Tel Sr! , . t. a nrreacta’ i stinobiest 
’ 
_ 


a, 2 


~ 


- 
— 


sUnts~lmee 


i] . 


_ - a + A 
7 
ae = 
a = 
- on 
_ : 7 
tl li ne ge i: it mma - 
” og 
—-_» 


WE ddause 754062 a SL 


t 
a 
te 92 ws > 7 one 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1308 


the loan has been running for a couple of years and 
wishes to make that as an interim payment. That will 
upset the normal actuarial tables in which case we will 
write to the Boston Company, who will give us a special 
table applicable to that loan and we keep a copy of 
that and give a copy to the borrower so that at all 
times he knows what his, how much interest is paid and 
what his monthly, what his debt is at the end of the 
current month. 

"You will appreciate that as the interest 
is compounded semi-annually the tables contain a built-in 
adjustment to compensate for the fact that principal is 
being repaid either monthly or quarterly. As a result 
there is a very slight difference between the stated 
interest rate and the effective interest rate. 

"You will find attached hereto as Schedule 
A the printed form of commitment letter used by The 
Royal Trust Company for its Montreal operation. You 
will note that the commitment letter provides a space 
for the insertion of the interest rate to be charged 
as well as the amount of each payment which is to be 
made. It also indicates the manner in which the interest 
is calculated. This information is also inserted in 
the form of commitment letter used by our company in 
Ontario. 
EXTRA CHARGES: Borrowing charges paid by the borrower 
to our Company over and above interest consists of a 
holding fee and/or an evaluation fee. The holding fee 
is in the amount of 1% of the loan amount, payable at 


the time the loan commitment issues. This amount is 
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returned to the borrower at the time the loan is fully 
advanced, Our Montreal office no longer charges a hold- 
ing fee on conventional residential loans. In the case 
of Toronto it is still charged when the loan will not be 
advanced within two months of the date of our commit- 
ment. The holding fee is intended partly to dissuade an 
intended borrower from shopping our commitment but pri- 
marily it is intended to compensate the company for the 
expense involved in processing a loan, including the 
cost of our appraisal, in the event the borrower does 
not draw down the loan. Where a holding fee is charged 
the commitment letter sets forth the amount of the fee. 

"The other fee charged by The Royal 
Trust Company to residential mortgage borrowers is a 
valuation fee. This fee covers the cost of our 
appraisal of the physical property. In Montreal this 
fee is calculated at the rate of $2.00 per $1,000. of 
loan". On $10,000., obviously, this cost would be 
$20.00. "This fee is not paid in advance but is paid 
by way of deduction from the amount of the loan at the 
time the loan is paid out. You will note from Schedule 
A that the Montreal commitment letter form provides a 
space for the insertion of the amount of the appraisal 
fee as well as the conditions attaching thereto. 

"Tn Toronto the appraisal fee is calcu- 
lated on a sliding scale ranging from $15.00 to $40.00 
depending on the amount of the loan and the location of 
the property. Our Toronto office reports, however, that 
some companies do not charge a valuation fee and there- 


fore in a highly competitive market the lender is some- 
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times forced to reduce or eliminate entirely the 
valuation fee. Although the Toronto commitment letter 
does not set forth the amount of the valuation fee 

the borrower is informed of the amount before he signs 
the deed of loan. As you will appreciate, the policies 
of our branches are dictated by the policies of their 
local competitors and this accounts for the slight 
variation in policy between Montreal and Toronto. 

"The other charges to the borrower 
consist of legal or notarial fees as the case may be, 
and in some cases surveyor's fees. As was expressed in 
the Association brief, we have no control over these 
charges and in the event that the borrower feels that he 
is being overcharged he would no doubt have recourse 


to the governing body of the appropriate association. 


COLLATERAL LOANS 

"All personal collateral loans made by 
our Company are on a demand basis. In special cases. we 
might agree to a term loan not exceeding one year but 
term loans are the exception and not the rule.” 

If I may interject here -- demand means 
the borrower can repay any time he wishes just as much 
as we can call the loan at any time we wish, although, 
in practice, we don't call them, 

"Rach branch must be satisfied that the 
applicant has other resources to use in repaying the 
loan or in meeting margin calls as we prefer not to enter 
arrangements where our only recourse would be to 


liquidate the collateral. Where the loan is to be 
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repaid over a period, a definite instalment schedule is 
set up. Collateral, to be acceptable, must be of a high 
quality. The type of collateral which we accept can be 
seen from the following margin requirements required by 
our branches: 
Type of Collateral: On Canadian and U.S.A. Governments 
or Government guaranteed we want 3 points margin 
calculated on the market value not the par value. 
On Provincial Governments or guaranteed, 5 points; 
Municipal Governments, 10 points; Corporate Bonds and 
Debentures, 10 points; Stocks, 50% of market value; 
Mixed Collateral, divided up as above. The above 
requirements, being minimum, are increased wherever 
this is considered advisable or necessary.” 

These aren't interest charges, you 
appreciate, these are simply marginal. 

"The interest rate currently charged on 
collateral loans to individuals is 6% minimum. There 
is a spread of approximately 1% on collateral loans 
depending on the quality of the collateral. Interest is 
calculated quarterly on the outstanding balance. 

"Although collateral loans do, ina 
sense, involve us in consumer credit, the borrower with 
sufficient collateral to meet our requirements is hardly 
in the same class as the over-extended consumer who is 
taken advantage of by unscrupulous lenders. We have 
provided this information, however, for whatever value 
it may be to you in the course of your studies and 
deliberations. 


"As was mentioned at the outset, the 
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foregoing remarks were intended to amplify to some 
extent information provided in the brief presented by 
the Dominion Mortgage and Investment Association, The 
undersigned would be pleased to answer any questions 
which you may have arising from the foregoing or on 
any other aspect of our lending operations." 

I don't know, sir, whether you would 
care to have me read out this letter which we send to 
our borrowers, this commitment letter which was 
discussed earlier this morning. It may be of interest 
to the Committee. 

THE CHAIRMAN: Yes, you can go ahead. 

MR. CLOSE: “Dear Sir: Your application 
for a first mortgage loan on the above property 
has been approved on the following basis. The mortgage 
will be drawn on our Deed of Loan form and will be 
prepared by the Notary shown below, provided we receive 
the accepted copy of this commitment from you, Then, 
the Loan, the Amount, the Term, the years and the 
Interest Rate calculated semi-annually. 

Subject to the following conditions: - Repayments and 

the Guarantor. And Fire Insurance has to be taken 

out. <A Certificate of Location is duly prepared and 

a valuation fee amounting to -- and the amount is 
stipulated there -- will be deducted from the mortgage 
advance. You are to pay for the costs of the survey 

and all legal and notarial expenses incurred. Our Notary, 
for purposes of this transaction will be so and so, who 
will examine the title to the property, to be hypothe- 


cated, and prepare pertinent mortgage documents. 
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"This approval is based upon and subject 


to the accuracy of the information furnished by you in 
connection with your application. It is also subject 
to your executing the Deed of Loan. 

"Tf the above conditions are satisfactory 
to you, please indicate your acceptance thereof by sign- 
ing and returning the enclosed copy to us within seven 
days and also forwarding to us all title deeds, surveys, 
fire insurance policies and latest tax receipts." 

Now as a provision for the would-be 
borrower to accept it and send the form back to us. 

And when we receive this form duly signed we regard 
ourselves as committed. The borrower is, in fact, 
not committed to accept the money. If he chooses to 
walk away we would not pursue him. Are there any 
questions? 

THE CHAIRMAN: I am sure some of the 
members of the Committee will have questions. Mr. 
Sedgwick? | 

MR, SEDGWICK: I have several questions, 
Mr, Close. You were here in this room when Mr, Fortin 
read his brief and answered questions and to avoid 
repitition, do you quarrel with any of the answers 
that he gave? 

MeO OLO See) MNOtlatcatin. Sar, ol thomas 
his answers were extremely pertinent. 

MR. SEDGWICK: And the practice that 
he set out is consistent with the practice followed by 
the Royal Trust? 


MR. CLOSE: Yes, sir, with minor 
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variances, depending on locality. 

MR. SEDGWICK: Yes. By the way, the 
Royal Trust, my impression is, is a subsidiary of the 
Bank of Montreal or controlled by the Bank of Montreal? 

MR, CLOSE: No, sir. We have no 
connection with the Bank of Montreal except that twelve 
of our Directors are also Directors of the Bank of 
Montreal. 

MR. SEDGWICK: Oh, so it has some 
connection in that way. (Laughter) 

MR, CLOSE: They are our Bank. I think 
we are their biggest customer. 

MR. SEDGWICK: How many Directors are 
there? 

| MR. CLOSE: I think there are 42, sir. 

MR, SEDGWICK: I see, and twelve of 
them are Bank of Montreal Directors. 

‘MRy CLOSE? “Yes. /Theyvtaresour bankers 
and are very close friends of ours, 

MR. SEDGWICK: Looking at your brief 
on page 6, where you speak about collateral loans; they 
seem to be the kind of loans that a bank would make, 
are they not? 

MR. CLOSE: Yes, sir. 

MR, SEDGWICK: May I take it from your 
brief that you do not do any lending on the security 
of chattel mortgages? 

MR. CLOSE: No, sir, only if other -- if 
we find ourselves winding up in that position, but 


we would not start out as a chattel mortgage, no. 
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MR, SEDGWICK: You don't handle (inaudible 

MR. CLOSE: Not at all, sir 

MR, SEDGWICK: So, they are about the 
kind of loans that a bank would make, say, to a broker, 
is that correct? 

MR. CLOSE: We do make broker's loans 
too, 

MR. SEDGWICK: Yes, they look like 
broker's loans. 

MR. CLOSE: And we feel ourselves 
competitive with the banks. We don't solicit loans 
openly. They are mostly to our own clients. 

MR, SEDGWICK: I see. And then, as you 
say, the collateral will be of the nature as set out 
on page 6? 

MR. CLOSE: That's right. 

MR, SEDGWICK: You won't take automobiles 
or television sets or anything of that kind? 

MR: CLOSE:he Ho, cin, 

MR. SEDGWICK: That's all I have to ask 
him, Mr. Chairman. 

THE CHAIRMAN: Mr. Bukator? 

MR, BUKATOR: No. I'm acquainted with 
this Company. 

THE CHAIRMAN: Mr. MacDonald? 

MR, MacDONALD: Mr. Chairman, there are 
two specific questions. On the one I asked earlier; 

On a five year mortgage, amortized over a 16 year 
period, you would readily supply to the mortgage broker 


the details of the amount of money outstanding at the 
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end of the five year period? 

MR. CLOSE: Oh, yes. As far as that 
goes, he could ascertain at any time. If you call up 
and ask, "How much more do I owe you?", we would tell 
him. If it was in the middle of a quarter it would 
take a -- you know -- a day to calculate it, but we 
would certainly give him the information. We have 
with every loan a schedule of repayments showing the 
division as between the interest and the capital 
element in each blended payment, so automatically the 
balance is showing. And we do that for every loan. 

MR, MacDONALD: On page 7 you say that 
on collateral loans your minimum interest rate is 6%, 
Have you got a calculation? What is the true interest 
rate? 

MR, CLOSE: It's actually 6%. That is 
calculated on the ‘daily balance. 

MR. MacDONALD: Its paid quarterly and 
it's calculated on the unpaid balance? 

MR. CLOSE: On the daily balance. 

MR, MacDONALD: On the daily balance. 

MR, CLOSE: You are talking collateral, 
this is not mortgages. But normally speaking somebody 
will borrow a round amount like $12,000.00 or something, 
you see, which is secured by the appropriate amount of 
marginal security as collateral and then, if it's 
$12,000.00 at 6%, that's $7,200.00 a year, charged 
quarterly. 

THE CHAIRMAN: Mr. White? 


MR, WHITE: Do you take securities as 
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collateral? 

MR, CLOSE: Any marketable security that 
is listed on any Stock Exchange. 

MR, WHITE: What if an estate were left 
to a grandchild with the life interest to a child, 
would you lend money to a grandchild? 

MR, CLOSE: Well, I'm not a -- I may 
use the wrong legal terms -- but only if he has an 
assignable interest, There are some estates which don't 
fall in until some other conditions have occurred, but 
if a beneficiary has an undivided, assignable iborest 
we will certainly make advances to him on that basis. 
Assuming the estate has marketable securities. 

MR, IRWIN: Mr. Chairman, I want to ask 
a question. Please don't think I'm being critical 
in any way, but on page 7 in your statement of the 
calculation of interest it says the interest is 
calculated quarterly on the outstanding balance. To 
get down to cases that would mean that you would be 
charging .015 percent quarterly, is that right, on the 
daily balance? 

MR. CLOSE: If the loan is 6% per annum 
it would be 1.50% each quarter. 

MR. IRWIN: You are charging 13% -- 

MR. CLOSE: . Four times a year. 

MR, IRWIN: Four times a year, yes. And 
it says it is calculated quarterly on the outstanding 
balance. The implication is that it is the outstanding 
balance at the end of the quarter? 


MR. CLOSE: It would be done on the daily 
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balance. 

MR. IRWIN: Daily balance. Then the 
calculation is made four times a year? 

MR, CLOSE: That's right. 

MR, IRWIN: Yes. Now, back to page 6, 
in the middle of the page, where the loan is to be 
repaid over a period, a definite instalment schedule is 
set up. Now this would perhaps include a monthly 
repayment schedule? 

MR, CLOSE: Well, those are rare cases, 


ebeTTeberal 


because the great majority of our personakre 


loans are made, as I say, on a demand basis. 

MR, IRWIN: If I came in to borrow $100.00 
for 12 months, I wouldn't pay you anything but the 
interest until the 12 months was up, is that right? 

MR, CLOSE: Well, you wouldn't have to -- 
if you put collateral on and the loan was on demand, 
you could keep that $100.00 indefinitely. 

MR, IRWIN: That's fine. What I'm 
trying to find out is whether you make loans on a 
definite repaying schedule basis. The point I am 
trying to reach here is that we have had schedules 
presented to us, say, for a loan of one year payable 
in twelve monthly installments including interest and 
the stated rate has been 6%, but in fact if you work 
it out it comes to 114 or 12%. Is this your case? 

BR UOSLOSH? "NG, Sir, “1t°lan'tvatv-art 
because we don't make unsecured loans, you see, And 
that type of loan is normally relatively small and our 


loans are normally reZatively high. I suppose our 
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minimum loan is around $5,000.00. 

MR, IRWIN: You are not involved in 
any way with these types of loans which require a 
schedule of repayment and as a result of the schedule 
of repayment the effective rate of interest is sometimes 
substantially higher than the stated rate? 

MR. CLOSE: No. The only time we get 
into -- where we have a definite repayment plan, is 
where the borrower, usually for his own personal 
convenience has said, "I want to pay up $3,000.00 at 
the end of every year", or something. 

MR. IRWIN: On page 7, the interest 
calculated quarterly, that's compounding it then, for 
twelve months? 

MR.CLOSE: Yes, it does have a compounding 
effect. 

MR, IRWIN: Thank you very much, 

MR, BELANGER: Well, I -- (rest inaudible) 
If he can see that he can pay this off in a year or 
a year and a half, is he still committed to the two 
year payment ? 

MR. CLOSE: No, sir. That's why we 
are trying to write all our loans on a demand basis 
which gives the borrower the right to pay any amount 
any time he wants. 

MR. BELANGER: Another thing I want to 
ask is, when somebody approaches you for a loan, who, 
we will say here, has (rest inaudible) 

MR. CLOSE: You are speaking now of a 


mortgage loan, are you? 
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MR, BELANGER: Yes. 

MR, CLOSE: Well, with a mortgage loan 
our timing is usually dependent upon the Notary or 
lawyers who -- because, you see, the closing of the 
loan depends on when the notarial papers are ready. 

As soon as they are ready we advance the money and 

very often, in fact, if the person is well known to us 
we will advance the money if he needs it in advance of 
the processing of the papers where we rely on a person's 
verbal covenant to go through with the deal. But that's 
not expressed in any form of formal agreement of any 
kind. But our timing is dependent upon the agencies 
external to ourselves, namely in Quebec the Notary 

and in Ontario the lawyers. 

THE CHAIRMAN: Mr. Hoffman? Mr. Hamilton? 
Mr. Noden? Mr. Reilly? No further questions? 

Thanks very much, Mr. Close. We have 
heard two very excellent briefs and we appreciate very 
much the time and effort that has been put into their 
preparation for presentation here and we thank those 
gentlemen who we have already introduced for coming 
and making themselves available to the Committee this 
morning. Thank you very much, gentlemen. If there 
is no further business the meeting is adjourned 
until two o'clock. 


-~--MEETING ADJOURNED UNTIL 2:00 P.M. 


5 i} HALL ola 


ANGUS, STONEHOUSE & CO. LTD. 


y : TORONTO, ONTARIO 132 t 
-~--ON RESUMING AT 2:00 P.M,, AUGUST 13, 1963. 


THE CHAIRMAN : Well, gentlemen, since 
it's past two o'clock, we will commence the meeting. 
The other members will be along shortly. We have with 
us this afternoon Mr. Shifrin, of Shifrin and Solish, 
who is a lawyer and mortgage broker. I don't believe 
Mr. Shifrin has a brief to present to us but he no 
doubt will have some remarks to make and tell us about 
his experiences in his mortgage brokerage business. 

Mr. Shifrin, would you care to make a statement to the 
Committee about your operation, your business, your 
experience in it? 

| MR. SHIFRIN: Well, I should divide it 
into two parts, my experience prior to the Mortgage 
Brokers Act and subsequent to it. And then perhaps 
briefly -- the period after that, in the course of my 
experience has been very good from the point of view 
that the borrower is filling out the form and they 
receive the ie under the Act. They know exactly how 
much money they are getting and how much is charged for 
disbursements and legal fees and, more important, what 
the amount is they are going to have to pay at the end 
of the five year period. This was always a bit devious 
prior to the Act because they had no idea. There is 
one suggestion that I would like to make, perhaps to im- 
prove it. They ask for an evaluation of the property. 
Even at the present time, especially when they are bonus 
mortgages, although I haven't placed any since the 
Act came into force, but from my experience prior to 


the Act coming into force, the agents or prokers, 
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especially some of them who aren't as scrupulous as they 
might be, greatly overvalue the property for the purpose 
of getting a larger mortgage and getting a bigger 
percentage of commission. If a man had a property 
worth $15,000, they would value it at $25,000. If he 
came to a solicitor or mortgage man and said, "Here 
is a property worth $25,000, can you loan $20,000 on 
it, or $17,000 or $15,000?" Whereas, actually it 
probably shouldn't merit a mortgage higher than $10,000. 
As a result the mortgagees take a terrific licking 
because the owner, realizing that he's got not a mortgage 
on it, he's actually got a purchase price on it all in 
cash, and sometimes even better. So the result was that 
they would sit in here for a month or two and then just 
drop the property altogether -- they would walk out 
completely. Some of them had the decency of sending in 
a key, other didn't even do that. Others would just 
remain on the property, not make any payments, would 
take eight or ten or twelve months to pay a month, not 
pay any taxes, not doing anything to the property with 
the result that the mortgagee would always take the 
losses, on the basis ofthe actual advance. All this 
could be avoided if a proper evaluation would be 
attached to these forms in which case, of course, the 
mortgagee wouldn't advance it and the owner wouldn't have 
the nerve to ask, or the agent or the broker for the 
agent wouldn't have the nerve to ask for that kind of a 
mortgage loan. 

There are, of course, at all times, no 


matter what kind of a deal you have with people who aren' 


yp = ~ er a a 
‘e5- : oc 9 ate wa 
- 1S 7 6 - a ‘ 
; . a) : (ae 
mpe a6 3' este oe meds to omote Ui sioegs 
wt : 
3 .380 digit 


_ 
* 


(POM Py : 
F its “iq ef3 10% yotegoiq end enslave yo 
« “Santc sos aaldtex bas 93853 i e aalvdeg Zs 
iy 

IBLoNso tes 

" 


of 
s 

sd 8. * 9 e) 

Oy 


OO, ele dteow 4 


ee 
‘4 
q 


ot smso FF 
= i 


if “ 
| # 20 boky tans 
F a 
AO > oe 
vasol saayiaom 


: 
oh - 


: — : 7 i 
on chomid Ife 7 .92%u00 To . sts vett 
is ly . a 7 > a 

we ‘ x - oa? 7 é ina 


S ekeke | dia nl ) E 
a _ - —- 
) , _ 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1323 


too scrupulous, that are involved with real estate agents 
who will try and sell a property that's worth $10,000 
and they sell it for twelve or thirteen and get a big 
mortgage and try and sell that at a discount. They go 
so far, my experience has been, that the down payment 

4s supposed to be $1,500 and it turns out that it's only 
$500 and the owner or purchaser didn't even have 

that $500 so the agent took him to a finance company 
where he borrowed three or four hundred dollars and 

the agent put up the balance and collects it at $5.00 

a week. You know what happens to those mortgages. 

On the basis of these, a proper evaluation 
would be a great benefit for both sides because I don't 
think the owner could properly do it, conscientiously, 
4f he realized he was just being deluded by the 
unscrupulous real estate agent or mortgage agent, who 
overvalues it on purpose and he doesn't care. Insofar 
as any legitimate borrower is coneerned I know that the 
form as set out is sufficient. I don't think it makes 
a great deal of difference, -- as T said, Lim not 
dealing in bonus mortgages -- but I don't think it 
makes any difference whether the mortgage calls for 7% 
with a $500 bonus or whether it actually sets our 9% or 
8% or whatever without a bonus. So that a man knows 
what he is getting and he knows what he has to pay 
back, it doesn't make a great deal of difference. I 
think you will find that insofar as most people are 
eoncerned, if they have a property which has a proper 
evaluation and they want a proper amount they know 


where they can get the money. To begin with, if it's 
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not too big a loan, two or three thousand, they go to 
the bank, if it's legitimate. If not, second call would 
be to a trust company or insurance company. If they 
can't get it from them there is something wrong because 
they owe too much money or their property doesn't 
warrant any kind of mortgage or their own personal record 
doesn't warrant it. So at that stage of the game 

they get into the hands of some of these mortgage 
brokers who get loans or arrange loans on almost 
anything, particularly if they ©go out of town forcits. 
They come to Toronto if a mortgage loan is required, 

or Sudbury or other cities, and vice versa so there 
wouldn't be a personal check on them. But as I said, 
that only applies to those who reach a stage where 

they are not legitimate borrowers. Other than that 

LT don't think I have anything to say unless there are 
some questions. 

MR, SEDGWICK: I was interested, Mr. 
Shifrin, in your statement that the valuations given 
by the mortgage broker who is going to arrange the 
loan are inflated. Doesn't the lender ordinarily 
make his own inquiries as to value? 

MR, SHIFRIN: Well, it's very difficult, 
when you are dealing with out-of-town mortgages. You 
don't always go to visit them. You have pictures of 
the property and valuations from the so-called evaluator 
who, unfortunately, the valuation comes from a local 
man, if it's a property in Sudbury, say, to get a 
real estate man to give a valuation.of the property. 


If he's quite well known -- most of the valuators ask 
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you how much you want to value it at. 

MR, SEDGWICK: How would matters be 
improved if a valuation were attached to the document? 
It would still be subject to the same defects, wouldn't 
it? 

MR, SHIFRIN: Well, yes, except that 
you could scrutinize the valuator a littlermore, Right 
now, in most cases, they don't give you any valuation 
other than they say what the value is. They don't 
attach a valuation. 

MR. SEDGWICK: Couldn't the lender 
always insist on that? 

MR. SHIFRIN: No. 

MR. SEDGWICK: Why not? Couldn't he 
send it back and gayMiplease attach a valuation from 
some reputable valuator and without this won't consider 
the loan? 

MR. SHIFRIN: I think you will find 
in such cases the mortgage broker wouldn't come back 
to you. He would find somebody else. 

MR, SEDGWICK: All right, wouldnt that be 
answer? Isn't the remedy in the hands of the lenders? 

MR, SHIFRIN: It ts to that extent. But 
speaking for those who are in the mortgage business 
exclusively, there wouldn't be too much business 
available, If it's a large amount concerned, they 
have their own evaluator -- but the private investor 
hasn't got an evaluator. 

MR, SEDGWICK: We've been told in the 


trust companies, for instance, they make a valuation 
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and charge a valuation fee. And we have also been 
told that many people who borrow on second mortgages 
are charged a valuation fee and the lender pays that 
money to the mortgage broker who evaluates it. Isn't 
that an answer? 

MR, SHIFRIN: As I said, institutions 
have their own valuator but private investors don't. 

MR, SEDGWICK: But shoutin't they? They 
are lending their money. 

MR, SHIFRIN: A private individual 
only has money up for one mortgage or two mortgages 
won't get an evaluator. 

MR. SEDGWICK: He probably could have 
written to a reputable real estate man in Sudbury 
and said, "I've been asked to lend $2,000 on this 
house with a $6,000 first, will you give me a valuation? ' 
Wouldn't he get one? 

MR, SHIFRIN: I imagine he could, but 
there could be a lot of things done which aren't done. 
As I say, if the valuation was part of the form -- 

MR, SEDGWICK: There would still only 
be the borrower's valuation. The borrower would 
value it on the form. 

MR, SHIFRIN: You mean they would just 
put down their value in amounts? 

MR, SEDGWICK: Yes. 

MR, SHIFRIN: The valuation I am suggest- 
ing is that a epee nae opinion valuation, be 
attached. 


MR. SEDGWICK: Secured by the borrower? 
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MR, SHIFRIN: Secured by the borrower. 
At this stage it would have to be. Ultimately it 
would be up to the lender whether he will accept that 
or not. 

‘MRS ‘BEDGWICK: It is now. You can 
always say, "I want the valuation and I propose to 
get one before I will lend you your money." 

MR, SHIFRIN: You could do it, certainly. 
In many cases it's not done with the result that 
both the mortgagor and the mortgagee are -- 

MR, SEDGWICK: Have you any specifications 
where that goes on, where the valuation is raised to 
that extent? 

MR, SHIFRIN: I had one where I placed 
a loan out of town near Ottawa with an evaluation 
from an Ottawa broker of $30,000 and you couldn't 
get $12,000 for it. He was in arrears almost 
immediately. When I got in touch with the valuator 
and ask him, "How can you value this -- get me a 
purchaser for $30,000 -- get me a purchaser for $15,000". 
He said, "I didn't give you the valuation, it was 
addressed to the owner and therefore I have no further -- 

MR. SEDGWICK: That's exactly what I 
said, the lender should get the valuation so that it's 
privileged between him and the valuator, whoever the 
valuator may be. 

MR, SHIFRIN: In the final analysis, you 
are quite right, that would be the proper way of doing 
it. But I think to start with if we had it the other 


way around, even if it wasn't followed up, it would save 
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a lot of trouble, 

MR. SEDGWICK: Mr. Shifrin, how would 
it help? Take your own example. Let's Suppose that the 
borrower - had secured a valuation -- the one that you 
mentioned -- and sent it in. Your client would have 
been in as bad a position as he was. He wouldn't have 
been helped by the $30,000 valuation, would he? 

MR. SHIFRIN: As I said, in that case 
it's up to the -- I wasn't complaining because we 
Should have got, my client should have gotten his own 
valuation -- shouldn't have depended upon this one. 

But you could use that as a guide to work -- 

MR, SEDGWICK: Got it as a guide and 
didn't use it. 

MR. SHIFRIN: And didn't use it. 

MR. SEDGWICK: Do you not do any bonus 
mortgage business? 

MR, SHIFRIN: Not the last three and a 
half years. 

MR, SEDGWICK: Not since the Act came out. 
Then all the second mortgages that you arrange -- you 
arrange them, I take it -- 

MR, SHIFRIN: As a matter of fact, during 
the last three years, in view of all the trouble with 
all these mortgage kick-backs and the servicing that 
takes so much time involved, so much pressure, that I 
have for the last three years concentrated only on large 
mortgages of $50,000 and over which are commercial 
properties and industrial, not on home owners! properties. 


They may be first or second, but most of them are first. 
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They are only large mortgages. 

MR, SEDGWICK: You no longer do business, 
then, on residential property? So for three and a 
half years you have been pretty well out of touch 
with that aspect of the business? 

MR, SHIFRIN: All I've got now are the 
people left over from three or four years ago. 

MR. SEDGWICK: Has your loss ratio been 
great on those mortgages, your ultimate loss ratio? 

MR, SHIFRIN: It has only for one reason. 
During a short period my clients were buying mortgages 
from one or two brokers who, I'm afraid, were a little 
unscrupulous and overvalued the properties to a great 
extent and raised -- the mortgages were too high and 
aS a result from that group there was a rather high 
loss as far as ratio is concerned. But ordinarily there 
isn't, no. You can always come across some deadbeat, 
and about three years ago when properties in Toronto 
became inflated to a great extent and the properties 
were worth -- on a $15,000 property you couldn't get 
twelve or eleven for it -- and as a result the second 
mortgages were too high and the second mortgagee would 
have to take a licking. But that's only the normal 
inflation as far as valuation of real estate values 
are concerned, the locality. It has nothing to do with 
the borrower or lender. 

MR. SEDGWICK: Do you, as a mortgage 
broker, charge a commission. That is do you charge 
a commission to the borrower for arranging a mortgage? 


MR, SHIFRIN: To the borrower,.yes. 
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MR, SEDGWICK: What commission do you 
charge? 

MR, SHIFRIN: That all depends on the 
size of the mortgage. We don't go by rates. If it's 


a $100,000 mortgage, the commission would amount to 


$1,000, 

MR, SEDGWICK: Only 1%? 

MR, SHIFRIN: Yes. 

MR, SEDGWICK: That would be a first 
mortgage? 


MR, SHIFRIN: Yes. 

MR, SEDGWICK: And do your rates vary-- 
by that I mean, if you arrange a second mortgage do 
you charge more percentagewise? 

MR, SHIFRIN: I don't think so. As a 
matter of fact I don't arrange any seconds. When 
you raise these large mortgages they are large enough 
so that no second is required. To put a second on 
top of that is pretty hard. 

MR, SEDGWICK: There isn't any equity 
for a second? 

MR, SHIFRIN: That's right. 

MR. SEDGWICK: So you raise -- I believe 
the trust companies will only lend them ‘ap to two-thirds 
of the declared value. You are able to arrange 
mortgages up to abgut what percent? 

MR. SHIFRIN: Oh, I'd say 75%. 

MR, SEDGWICK: About 75%. Those would 


be mostly large mortgages, $50,000 and over? 


MR, SHIFRIN: $50,000 and over. 
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MR. SEDGWICK: Almost entirely commercial 
or apartment then? 

MR, SHIFRIN: That's right. Or vacant 
land waiting for development. 

MR. SEDGWICK: You would lend on that? 
And the commission you charge as a mortgage broker 
varies from 1% to what? 

MR. SHIFRIN: That I charge, or that 
others charge? 

MR. SEDGWICK: That you charge. 

MR. SHIFRIN: It may be as high as 3%, 

MR. SEDGWICK: As high as 3%. Dependent 
on the difficulty of placing the mortgage? 

MR, SHIFRIN: Yes. 

MR, SEDGWICK: I see. And that is 
invariably paid by the borrower? 

MR, SHIFRIN: By the borrower. 

MR, SEDGWICK: By the borrower, yes. 
On say a residential mortgage of about $5,000, do you 
arrange any mortgages of that kind? 

MR. SHIFRIN: Not at all. I don't 
arrange those at all. 

MR. SEDGWICK: You don't. Then, on 
say a $50,000 mortgage, what would be the total cost 
to the borrower? I'm thinking of legal fees, the 


BR? en, 


commission to th@eM@Berage broker, the valuation fee -- 


I assume one -- 
MR, SHIFRIN: Yes. Well, there also it 
depends on the security. If it's something that can be 


raised easily -- I can call the first client who says, 
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"T'1ll take it", it's that much easier. If I have to 
go to ten or twelve before I can get somebody who will 
take it, then my fee would be higher. I would say 
between the commission and legal fees and disbursements 
it would be about $1,000. 

MR, SEDGWICK: On what figure? 

MR. SHIFRIN: On $50,000, you asked. 

MR, SEDGWICK: About 2% in all? 

MR, SHIFRIN: About that. 

MR, SEDGWICK: And that would include 
your legal fees, is that right? 

MR..SHIFRIN: Yes. 

MR, SEDGWICK: And evaluation fee? 

MR. SHIFRIN: Yes. 

MR. SEDGWICK: I suppose it would be 
safe to assume that any loan in excess of ten or 
twenty thousand, the lender would get his own valuation? 

MR, SHIFRIN:. That's right. 

MR, SEDGWICK: Yes. 

MR, SHIFRIN: Usually about $25,000 and 
over. 

MR, SEDGWICK: Yes. You wouldn't rely 
on the valuation of a stranger. You would get your 
own? 

| MR. SHIFRIN: It generally doesn't 
come up in the five, six or ten. thousand dollar loan, 

MR. SEDGWICK: But you don't do any of 
those now, 

MR. SHIFRIN: As a matter of fact most 


is 
of the grief that comes up/with the smaller mortgages 
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because the bigger iotieaxes are dealing with big 
enterprises, big companiés ; and we know they have value 
unless something most unusual happens, 

MR, SEDGWICK: Really you don't deal 
with the ignorant public, if I can so describe them? 

MR, SHIFRIN: Not for the last three 
years, 

MR, SEDGWICK: No. You deal with the 
péople who know the markets, who know their feeds and 
who know what, in their circumstances, money is worth 
to them. What interest rates do you get, within what 
range, on first mortgages? 

MR. SHIFRIN: From 8 to 10%. 

MR, SEDGWICK: 8 to 10%. 

MR. SHIFRIN: If it warrants seven 
they can get it from a trust company. 

MR. SEDGWICK: That's what I had in 
mind. They wouldn't be likely to pay a commission -- 

MR. SHIFRIN: At least 1% more, yes, 
for mortgages which ities can't get from an smelters 
institution. 

MR, SEDGWICK: Of course, the ordinary 
institutions, they do not pay any commission. 

MR, SHIFRIN: But other institutions pay 
a finder's fee. 

MR. SEDGWICK: Yes. That is, the lender 
pays it? Whereas in your case the borrower pays it. 
So that the borrower dealing through you would pay, in 
all probability, a higher rate of interest and would 


also pay a commission to you as a mortgage broker? 
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MR, SHIFRIN: Yes, because he knows he 
can't get a loan or can't get as much money -- 

MR. SEDGWICK: I think that's all my 
questions. 

MR. MacDONALD: In connection with that, 
there is a finder's fee also, or did I get that wrong? 

MR. SHIFRIN: What was the question? 


With the costs that you 


outlined, is there also a finder's fee on top of that? 

MR. SHIFRIN: Finder's fee to the 
lender, no. 

MR. SEDGWICK: If I take you wrong, 
Mr, Shifrin, correct me. I thought as to that you 
charge, aS a mortgage broker, you charge a fee 
varying from one to three percent to the borrower -- 

MR. SHIFRIN: For commission, but not 
a finder's fee to the lender at the same time. 

MR, SEDGWICK: Oh, no, no, you don't 
charge them in dgsutou: no. 

MR. MacDONALD: Mr. Chairman, there are 
a couple of questions. I was curious to know why -- 
or let me put it this way -- when the Act came in it 
doesn't preclude bonuses. They are not illegal under 
the Act, it's just that they have to be revealed in 
the form. I was curious to know why you went out of 
that field completely after the Act. 

MR. SHIFRIN: Well, in the first place 
(inaudible) -- but generally speaking, as far as 
bonus mortgages are concerned, the difficulty is to 


figure out the actual rate and how much they would have 
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to pay back at the end of the time if it's a bonus 
instead of a stiateit interest rate. 

MR, MacDONALD: Assuming it's all paid 
off and there is no balloon payment at the end. 

MR. SHIFRIN: The form says the amount 
of loan, the amount of expenses, commissions and so 
on, how much was he advanced, how much did he have to 
pay back at the end of five years after meeting all 
the payments. Well, put in the form of a bonus it 
is very difficult to figure out on that basis. It's 
much easier to put it on the straight 73, 8 or 10%. 
Then the interest tables will show you, the amortization 
tables will show you at the end of five years how 
much is still left over. 

MR. MacDONALD: But it was just more 
or less coincidence that you went out of this field 
about the time the Act came in? 

‘MR, SHIFRIN: As a matter of fact 
during my -- say in the last three years I don't think 
I have arranged 15 mortgages solely because when the 
Act came into force the Department said -- I've forgotten 
the Section -- if you place more than $30,000 worth 
of mortgages in a year you have to be registered (rest 
inaudible) 

MR. MacDONALD: The second question, Mr. 
Chairman, is to bring back the discussion Mr. Sedgwick 
had with you on getting an\evaluation. If the normal 
evaluation is the evaluation for the borrower, if you 
are acting as a mortgage broker and therefore you are 


performing a service for the lender, would I not be 
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right in assuming there oh an obligation on you to 
protect the lender for whom you are acting to make 
certain that the evaluation wasn't inflated? 

MR. SHIFRIN: Well, it depends upon 
the lender whether he asks for an evaluation or is 
interested in an evaluation. See, most of these cases, 
say a mortgage broker -- actually my applications 
come from a mortgage broker. The mortgage broker will 
call up the office and say, "Can you arrange a 
mortgage on such and such a property?", or send me a 
letter or something. If I think it is interesting enough 
I send it out to a client who is supposed to go out 
and see the property, if it's in Toronto or the 
neighbourhood, So my arrangement isn't with the owner 
at all, I'm just the middle man, so to speak. 

MR. MacDONALD: Well, what I am getting 
at is, Mr. Sedgwick was driving rather relentlessly at 
the point that the lender should get an evaluation to 
check with the borrower's evaluation -- 

MR. SHIFRIN: In order to protect himself 
he should. 

MR. MacDONALD: Right. But it would seem 
to me that either the mortgage broker and/or you, who 
was approached by the mortgage broker to place the 
mortgage, would do that as almost a legitimate service 
to the lender whose money are you placing. 

MR. SHIFRIN: Well, it's all right on 
larger loans but on smaller loans where the fees and 
disbursements are restricted, it's not that easy. To 


get an evaluation, it runs around $50.00 for that. But 
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I agree with you that Senne Aue should get one. 

MR, MacDONALD: Well, that really isn't 
my point, My point is that the prudent lender, if he 
went to a mortgage broker -- perhaps I'm wrong, perhaps 
it's my inexperience in this field -- I would think 
that the mortgage broker, because he was acting on my 
behalf, I, in effect, was his client, would protect my 
interests to the point of not accepting an inflated 
appraisal. 

MR. SHIFRIN: It's a question of who the 
mortgage broker is acting for, the lender or the 
borrower, 

MR. MacDONALD: Well, we dealt with that-- 

MR. SEDGWICK: You are acting from self- 
interest. 

MR. SHIFRIN: That's right. 

MR. BELANGER: I was going to ask -- you 
are a lawyer at the same time, Mr. Shifrin, are you? 

MR. SHIFRIN:.. L'm a lawyer primarily. 

MR. BELANGER: You're not a mortgage 
broker? 

MR. SHIFRIN: No. 

MR. BELANGER: In other words, all you do 
is hand these cases to the mortgage broker? 

MR. SHIFRIN: If a mortgage broker sends 
in an application, and if I am interested, I process it. 

MR. BELANGER: You are not registered as 
a mortgage broker? 

MR. SHIFRIN: As I said, I'm registered 


because the Act calls for me to be registered, if you 
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put through a certain number of -- 

MR. BELANGER: But you are registered as 
a mortgage broker? 

MR. SHIFRIN: That's right. 

MR. BELANGER: Well then, what percentage 
of your business would you say is done handling mortgages/ 

MR. SHIFRIN: About 5%. 

MR. BELANGER: Just about 5%. And I'm 
still interested in this thing -- your saying about a 
proper evaluation. I understand that you are getting 
somebody to handle the mortgages for some people and 
then -- how do you judge whether the evaluation is wrong? 
How can you say it is wrong? Do you check it or 
something? Do you get soaapody else to go out and 
evaluate ene property afterwards? 

MR. SHIFRIN: As : said, the small loans 
I don't think they are valued at all except the 
broker's or the owner's evaluation. For large loans, 
of course, you send your own evaluator out there and if 
the client himself wants to value, that's up to him. 

MR. BELANGER: You say your commission 
and the charge for legal fees is about 2%? 

MR. SHIFRIN: That's right. 

MR. BELANGER: What would you say that 
all this amounts up to -- what percentage of the amount 
that they want to borrow? 

MR. SHIFRIN: That depends on the amount 
involved. The ordinary small mortgage of, say, $10,000, 
the tariff just calls for 14% plus disbursements. 


MR. BELANGER: Well, I'm talking about -- 
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say it's for a $50,000 mortgage -- 

MR, SHIFRIN: Well, the first $50,000, 
as I told Mr. Sedgwick, between the commission and 
legal fees and disbursements, it may run about $1,000. 

THE CHAIRMAN: Any questions, Mr. 
Hoffman? 

| MR. HOFFMAN: I was wondering, do you have 
a limit on these percentages that you work within, that 
is, the percentages charged for legal fees and 
services? 

MR. SHIFRIN: That is determined purely 
by the amount of the loan. By the amount of the loan 
and the value of the property and the work involved -- 
if it involves one property or four properties that 
have to be searched, titles have to be searched and so 
on, and the availability of the funds. 

MR. HOFFMAN: So there is no actual -- 

MR. SHIFRIN: No. I would say that it 
would fluctuate between one and three percent. 

MR, NODEN: What has your observation 
been as to the losses on second mortgages? Have you 
any information on that? 

MR. SHIFRIN: Well, as I said, on large 
loans there are very few losses because you are 
dealing with large firms. On the small ones there 
have been losses due to a decrease in value of the 
property and due to overvaluation of the property as 
far as the mortgage is concerned. But the percentage 
I don't know. 


MR. NODEN: Are they significant, these 
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losses? 

MR. SHIFRIN: I think mortgages placed 
during a certain period -- I think it is about three 
years ago, for instance in Toronto the value of 
property in certain areas went down a great deal so 
that those mortgages in that area the mortgagees 
suffered considerable losses, but generally speaking 
that isn't so. 

MR. NODEN: Thank you. 

THE CHAIRMAN: Mr. Reilly? 

MR. REILLY: Mr. Chairman, I was 
interested in the illustration that he told of lending 
some money in a case down east, about $30,000 and later 
found out it was worth about $12,000. This wasn't 
your own money that was put up? 

MR. SHIFRIN: Oh, no. 

MR. REILLY: It was the client's money. 
In a case like. that, if I were to lend you $30,000 
and the value of the property was only $12,000, I'm 
the loser between 12 and 30? Do I have any recourse, 
could I sue you for the $18,000 differential? 

MR. SHIFRIN: You would just have to 
see your lawyer about that? (Laughter) 

MR, MacDOM LD: Well, this brings us 
pack to my question of the obligation of the broker 
in the picture. I must say I am getting more and more 
mystified as to what exactly is the role of the broker? 

MR, SHIFRIN: I don't know. 

MR. REILLY: Neither do I. In this 


particular case was anything -- did anything develop? 
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Did he sue you, for instance? Or did he attempt to 
sue you? 
| MR. SHIFRIN: No. 

MR. REILLY: No attempt was -- 

MR, SHIFRIN: I wasn't the broker -- 
there was a broker involved. Il was the solicitor. 

MR. REILLY: Do you know whether there 
was any attempt to sue the broker? 

MR. SHIFRIN: No. 

MR, REILLY: None. So he just took 
his loss. This was part of -- he was getting a fair 
return under the circumstances, he took the loss, 
$18,000? 

| MR. SHIFRIN: Yes. 

MR.RELLLY: It sounds fishy to me. I 
can't understand that. 

THE CHAIRMAN: Mr. Irwin? 

MR. IRWIN: I was just going to ask 
one question, but you beat me. Correct me if I'm 
wrong, but I took the impression that you said something 
to the effect the borrowers who get themselves into 
these awkward and perhaps impossible situations could 
have approached a bank or a trust company or some 
normal lending institution and that they find themselves 
in this position because they haven't got a very good 
proposition to start with. Do I more or less interpret 
what you said in that regard along these lines? 

MR. SHIFRIN: Yes. I said if a borrower 
needs $1,000, 2,000,$1,500, he would first go to the 


pank if he's got legitimate security or if his eredit 
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is good the bank will give him the money. His next 
attempt would be to go to a trust company or insurance 
company to get the money. If he can't get it from 
legitimate sources, he has to go to private funds and 
pay a little more. 

MR. IRWIN: That could be true of, let's 
say a knowledgeable citizen. But it strikes me from 
many of these situations that have been described to 
us that the persons involved didn't either know that 
they could or didn't attempt to or they had been 
perhaps under the impression that none of these normal 
institutions would listen to them. Does that -- I am 
merely asking for a comment -- I am not relating this 
to your business? I wonder if it is a question of 
public ee Linum cittio don't know the routes through 
the morass, 

MR. SHIFRIN: Oh, I think they do. I 
think I was just pointing out the fact that when they 
get to the stage of paying high rates of interest and 
so on is when they have to go to private funds because 
the others aren't available to them due to lack of 
security. 

THE CHAIRMAN: Any further questions, 
gentlemen? 

MR. BELANGER: Well, just that -- have 
you any recommendations to make to this Committee other 
than this recommendation that the evaluation should be 
checked before being stamped, is that it? 


MR. SHIFRIN: That's about the only one. 


MR. BE : And be attached to the form. 
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MR, SHIFRIN: Yes. 

MR. REILLY: Mr. Chairman, dealing with 
the thousand do llafs or 2% of the $50,000 deal, I 
understood you to say that you charge your regular 
customary tariff fee of 14% for legal work, Mr. Shifrin? 
All of them -- your disbursements, your valuation and 
your legal fees in one group, amounting to 2% of 
$50,000, approximately $1,000, you told us? 

MR. SHIFRIN: I would say an average 
of that, yes. 

MR. BUKATOR: Mr. Chairman, if I may 
ask a question, pertaining to your Company, I was 
interested to hear that you will loan money, from 
$50,000 and up. If I were to bring a client to you 
from, let's say the city of Niagara Falls, to borrow 
$100,000 for a motel, which is a little bit risky -- 

MR. SHIFRIN: It's not good security 
these days. They are a drug on the market. 

MR. BUKATOR: It all depends on what 
particular area you are in, huh? I'11l meet with you 
gentlemen later. (Laughter). caer are considerable 
risk in some areas, but if I were to find a proposition 
for you that made sense, just what would be the 
procedure? I'm speaking to you now as a real estate 
broker? Just what steps would I take to acquire this 
money for a client? What is my first approach? I 
come to you and say I have this proposition showing a 
picture of the site, showing you the value of the land, 
showing you what is going to be built on there and if 


you find this appeals to you then you would find a client 
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for me, I imagine. 

MR. SHIFRIN: Right. 

MR, BUKATOR: Then if my client was 
accepted by the lender, just what rate of interest 
would he have to pay for this could-be risky business, 
as far as your client is concerned? 

MR. SHIFRIN: Well, it's quite a small 
application. It depends upon first the percentage 
of the loan in relation to the value. I placed a 
loan of $65,000 on the motel on Highway #7 near 
Brampton -- that was $65,000 at 9%. 

MR, BUKATOR: 9%. And the broker 
in this case would get 1%? 

MR. SHIFRIN: I don't know. 

MR, BUKATOR: You don't know. But then 
is there a higher rate of interest in areas that you 
are acquainted with on a similar loan? 

MR, SHIFRIN: In motels? I don't know, 
I don't -- | 

MR. BUKATOR: Well, any business that 
you are working in? 

MR, SHIFRIN: First mortgages run in 
the area from 8 to 10%. 

MR. BUKATOR: 8 to 10, that's about it. 
This particular case where the man was sold the idea 
that he should invest $30,000 in a proposition in 
Ottawa, was it? 

MR. SHIFRIN: A small town near Ottawa. 

MR, BUKATOR: A town near Ottawa. Just 


what was the procedure there? Someone came to you with 
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the proposition, You found a lender that was ready 
and willing, apparently. How did he come by that 
decision? Did he not investigate on his own at all? 

MR. SHIFRIN: He might have, but he 
obviously didn't do too much investigating. 

MR. BUKATOR: This man was brought to 
you by a broker also? The proposition was brought 
to you by a broker? 

MR, SHIFRIN: I didn't know the 
borrower. 

MR. BUKATOR: You didn't know the 
borrower at all? 

MR. SHIFRIN: That's right. 

MR, BUKATOR: I find it rather 
difficult to see how a man could invest that kind of 
money without accepting somebody's word for it that 
it was a good investment, or looking at the property 
himself. If he would have looked at the property then 
he would not have put his money into it. 

MR. SHIFRIN: Well, this property was 
a store, a general store plus lockers, frozen lockers 
and other things. The business went flat before he 
knew it and he closed up the store and everything else 
went flat too and he became ill and he had nothing but 
the six room house or whatever it was that was attached 
to the store. 

MR, BUKATOR: This wasn't the Johnson 
property in Peterborough, was it? 

MR. SHIFRIN: No. 


MR, BUKATOR: It sounds like a property 
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that had been bypassed by (inaudible) (Laughter). 
To pursue my question further, At the time it might 
have appeared to be quite a good investment for the 
man because it was a going concern? 

MR. SHIFRIN: It sounded all right. 

MR. BUKATOR: And then the man was sick, 
the borrower, and had to close up and these are 
the circumstances that -- 

MR. SHIFRIN: No, he closed up because 
pusiness was bad. It was the result of that he got 
sick, 

MR, BUKATOR: At least it makes it 
sound a little more interesting at the moment than 
it was before. (Laughter). I am looking for people 
who will take my word for investments of that type 
without looking at the property. I find in most 
cases, from my experience, even though it's a thousand 
or two, they want to look, take a good look. But 
someone persuaded these people to invest $30,000 and -- 
by the way, did theman come back to you and want to do 
business again through your office as a lender. (Laugh- 
ter). 

MR. SHIFRIN: The answer is no. 

THE CHAIRMAN: Mr. Letherby? 

MR. LETHERBY: Mr. Chairman, as a further 
matter of interest probably to this Committee, on the 
nine o'clock CBC News this morning -- I don't know 
whether anyone present heard it -- but a yeference 
was made to the Nova Scotia Royal Commission into 


the cost of borrowing. The Commission sitting in 
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Halifax heard a claim from a Dartmouth couple that 
they had arranged to borrow $1,500.00 from the Town 
and Country Real Estate Company. When they received 
the statement from the firm they found that they had, 
in fact, borrowed close to $3,000.00. The couple's 
lawyer told the Commission that according to his 
records they were paying 41.2% interest. The couple 
was billed for $1,500.00 of the loan, a bonus of 
$1,200.00, $150.00 of commission on $50.00 in legal 
fees. Now, my point is that the cost of borrowing 
is Canadian-wide and probably is not confined to just 
Ontario alone. That was the nine o'clock CBC News. 

MR. SEDGWICK: It said in the Globe and 
Mail on the Chairman of that Commission and the Counsel 
for it -- they wrote me and asked if they could see 
me if they came, and I said I would be delighted. So 
we may have a little more information as to what is 
happening in the Maritimes when we have had a chance 
to talk to them. 

THE CHAIRMAN: Do you have any further 
questions? Thank you very much, Mr. Shifrin, for 
talking with us today. 

MR. MacDONALD: Mr. Chairman, for 
purposes of the record before we get away from it. Ther 
are two points that have arisen already today that I 
think the Committee should put on the agenda -- exactly 
how we come to grips with it I don't pretend to know 
the answer. One was this morning, that question of the 
Interest Act and the obligations it involves -- 


MR. SEDGWICK: I think the Interest Act 
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only applies to cases where there is a blending of 
principal and interest and then you must take the 
effective rate of interest -- I don't think it applies 
to the question of a bonus at all. It only acts on 
the stated amount of the mortgage whether all of it 
was advanced or not. 

MR. MacDONALD: Well, that could be 
true. That question, and the second one of the 
testimony we have just heard -- I emphasize that 
once again it is not a new point -- I'd be very 
curious to having a clearer picture of what exactly 
is the function and the role and the obligations of 
a mortgage broker, Because I've been intrigued at 
the conflicting, or rather the testimony from rather 
opposite sources to this Commission. People whom I 
would consider to be real operators and people whom 
I think were maybe the most respectable and careful 
in the field. And both would express rather jaundiced 
views with regard to the Mortgage Brokers' Association. 
I think part of this stems from some confusion and 
vagueness as to what exactly is the function of a 
mortgage broker. In this one case -- 

MR. REILLY: Mr. MacDonald, don't you 
think that it's quite obvious that the function of a 
mortgage broker is to bring the buyer and seller 
together? But this illustration points out that 
sometimes the lender gets fleeced as well as the 
borrower. 

MR. MacDONALD: Well, it just -- who 


owes the client of the mortgage broker? Now somebody 
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threw in the suggestion -- we were discussing it a 
moment ago -- he is really in business for himself. 
Nobody is his client. Now, this may be true, but if 
it is I think there are an awful lot of lenders who 
are not aware of this fact. 

THE CHAIRMAN: All right, we can go 
into that another time. We also have with us this 
afternoon Mr. F. E. Tyler, who is General Secretary 
of the Canadian Collector Association. Mr. Tyler? 

MR. TYLER: Mr. Chairman, may I please 
say that I have been for 17 years a licensed bill 
collector in the City of Toronto. And I have achieved 
a reputation for that reason which I don't apologize 
for. But during the course of my career I have 
become General Secretary for the Canadian Collector 
Association which is made up of membership across 
Canada in all ten Canadian Provinces and part of my 
duties are to advise and help members, that is, 
collecting agencies, credit bureaus, etc., in regard 
to amendments and changes in laws which deal with 
the Small Claims Act. 

THE CHAIRMAN: Would you speak up just 
atbit, (MreeTyler? It'sidifficult with the noise -- 

MR, TYLER: I apologize for the -- 

THE CHAIRMAN: It's our system, not you. 

MR. TYLER: Which are attendant to the 
changes in laws affecting not only bill collecting but 
the rights of people who are presumed to owe money. 
Now, I have written this out and I will read it. Il 


usually like to talk when I have notes, but your 


Te e ‘ ; 7 ; 
7 : i _ 7 
bia lil 


2 Jf goioescelh stew sw -- notvesgaua eit WE we 
a 
¥ : 


: § . i 7 
Tisszmin ol: seanteaud al yifaest ef on -~ ops Cie 
- 7¥Ven 


- ‘ Fm , ~~ am bs a + [2 
_ ’ we oF] bid EOS ems Og 


> 1 a om > _ ' 
De i Es BT oo] = F4 


‘ 7 3y 7 1 
] 
_ ) f > y eT ‘ 
i - al “ —_ “~. « - 
i A By es YT? i 
*. 4 - 76 
- r iS 
4 oi} yy ry 
4 * 7 — 


petfoh Liid Yoo Jon gohiseite evel ab cegieia 
eee. | . | | : roar : 
“APRON SHO OF DSM SSEG sts ow elgone Yo ad: 

, Oe me - 


= ,#2 Gees Iriw YT bas de “eiae reg 


a 


) a : re a a gD i, 
og dud .2s300 went wee ay 


¥ - 
eects 


ye: *> 4 
i al : 


/ 
are P| 
4 ; ns 


a 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO L359 


Committee likes submissions as a record of what we are 
saying, so with your tolerance, I'll read it: 

Dear Sirs: - My submissions will be 
brief. And tabled with hardly any statistics. Further, 
they cover three points. They are: - 

First, the rights of the general creditor. 
We have heard a lot about easy credit, and your Committee 
has received a lot of information showing the plight of 
debtors who, through deception or sales pressure have 
bought too much and have too little to pay with. And i 
would point out that the business of collecting debts, 
and for others, is concerned with normal behavior of 
persons getting into debt in the field of small accounts. 
For this reason we too would like the power of seizures 
and its threat complex brought under control. And by 
legislative action, Picture the circumstances of people 
operating small businesses. By this TI mean people run- 
ning a small store or small garage or small place. 

When John Doe has put aside the money to be paid on the 
family car -- lest it be seized. And the money on the 
television -- lest it be seized. And the money on the 
frig and other appliances -- lest they be seized. And 
other things bought on easy credit -- what is left to 
pay his bills? This after food, rent, or mortgages have 
been dealth with? That's the point, you see. 

The truth is a few hundred dollars owing 
to a small store or business is of far greater importance 
to them than the countless millions owing on consumer 
goods. All sold on easy credit. For this reason the 


plight of the small man in business needs your consider- 
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Finally, on the first point, we are told 
that to those who give easy credit, and too freely, 
should be the responsibility for doing so. I heard 
here yesterday suggestions that people who give easy 
credit too easy are the architects of their own troubles. 
Now, I wish to show that this is very faulty reasoning, 
in my opinion. This is but an evasion of fact. After 
our client, the small business man has acted as a good 
citizen should and taken care to check credits and either 
refused to give it or, as is often the case, given it 
but in pabt, all his efforts can be put to waste. He 
does not know, and cannot find out, what his would-be 
debtor owes to others. And when he has got through with 
him, and rationed out the credit he is willing to give, 
his customer can skip around the corner and get all the 
easy credit he wants. Where are we? 

The second domes is the need for equity 
among creditors. I haven't written this too well -- I 
talk better than I write so I hope you will bear 
with me. It is not generally known that the creditors 
do not enjoy complete equity in law. And before I am 
told that in all the courts in Ontario, to which a credi- 
tor might apply to obtain a judgment for debt owing, 
whether it be Division Court, County Court or Supreme 
Court, that both the plaintiff and the defendant have 
equity, may I say that I am bringing forward evidence 
of a situation where court action need not be taken, 
and to collect debts. I'm referring to wage assignments. 


As no doubt you know, action may be taken in a Division 
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Court to recover judgment for an amount up to $400 (and 
in District Court up to $800). This was permitted two 
years ago -- $200 up to $400. And until judgment is 
signed no further action can be taken by a judgment credi 
tor until a period of appeal has passed. This is 14 days 
Further, once a judgment has been signed, and the judg- 
ment debtors owe two or more unsatisfied judgments in a 
Division Court, he, the debtor, may apply for a Consoli- 
dation Order. Section 156, The Ontario Division Courts 
Act. This, if granted, suspends for the time being all 
rights of attachment or wage garnishees. But after the 
law has been faithfully carried through, and with full 
and just equity to both creditor and debtor alike, and a 
Judges Order issued setting up the scheme for distributio 
on a pro-ratio basis to creditors of all money to be 
received from the consolidation debtor, the holder of 
one wage assignment can cause all this to come to a full 
stop. And no Ontario Court can at present do anything 
about it. There is no Court, no judge, no law to curb 
it. 

I draw your attention to the fact that 
the Division Courts Act deals only with action to obtain 
a judgment, and post-judgment action in its many forms. 
It has no jurisdiction over the recovery of debts other- 
wise secured. And by an assignment of wages. A couple 
of months ago we had a delegation report to Attorney 
General, Mr. Common, and this was discussed -- this point 
here. In 1959 your Government enacted Bill 87, an Act 
to amend the Wages Act. And this expanded the field of 
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seizures under a wage assignment. And fixed it to the 
total that can be taken to 30%. Here we must realize 
that 30% seized under a wage assignment can not be 
reduced or cancelled by a Judges Order. And should the 
wage assignment go in first, and before a garnishee, it 
gets the green light. Worse still, where we seize wages 
under a judgment we must renew the garnishee order every 
payday. Not so where a wage assignment has been served. 
If it is to recover $3,000 owing to credit union or a 
finance company, it will take 30% each payday until 
fully satisfied. The countless small creditors -- that's 
the people I'm interested in -- who we seek to serve 
might have to wait two to five years before at unviaa'a 
dime. Where is the equity among creditors? 

Outside of the 1959 amendment to the 
Wages Act, I know of no part of Ontario Statutes which 
mentions a wage assignment. They are mentioned in the 
federal Small Loans Act. But the root of the situation 
is that one may dispose of personal property. And as 
we will to do so. Wages due, and accruing, are the full 
right of the owner to assign. And as the person doing so 
is in a solvent circumstance, and not a bankrupt, they 
are acting in a matter which is a provincial responsibility. 
I refer to Section 92.(13) of the B.N.A. Act. And as 
this covers property and civil rights, a field in which 
Ontario may legislate, I suggest we do so. 

May I read the first words of a Wage 
Assignment now in common use among lenders of large sums 
of money? Headed "Wage Assignment", this is what the 


man signs. "Por value received, I hereby transfer, 
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assign, and set over into — (hereinafter re- 
ferred to as the assignee) 30% of all the wages, salaries 
or commissions, and all of any refund of deductions 
from pay including pension contributions, and other monie 
owing to me, or hereinafter to become owing to me or 
earned by me in the employ of re The crux 
of the point is, here the man is signing his property 
and wages which he has earned, which are due to him, 
which are accruing to him as earned, is called upon to 
assign wages he has not earned, which do not exist, 
property which does not exist. 
We notice here that the holder of a Wage 

Assignment would appear to have the right of a seizure 
of wages yet to be earned. And this poses a real problem 
one for the attention of the Government of Ontario. 
Since suit in a court to recover judgment for money owing 
rests entirely on proof that money is owing, and for 
past transactions, how can a man assign property that 
is not in existence? Again, where is the equity among 
creditors? 

| Now I come to the third point, which is 
the last but the one I like.the most. I think this 
contains ideas which might help us in what we are 
studying. Last year the Senate considered a bill to 
amend the Bankruptcy Act, entitled S-e, and it.adds.dc2 
or 15 new sections to the Bankruptcy Act in the realm of 
proposals, not absolutes but in the realm of proposals. 
And the reason why the Senate introduced this bill was 
because previously the only Payments of Debts Act in 
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Transactions Act had been repealed because of ultra vires 
Parliament having jurisdiction over insolvency. 

May I with due modesty say that in this 
Bill, which was passed by the Senate and now awaits but 
the proclamation of Ontario to legislate into being, 
Section 198, is in my opinion largely the answer to most 
of the problems being considered by this Committee. 
This because subsequent to the Orderly Payments of Debts 
laws, of Alberta and Manitoba, and the law dealing with 
unconscionable transactions in Ontario being repealed 
as being ultra vires, and of the provincial legislatures 
because they deal with insolvency -- the jurisdiction of 
Parliament -- the Canadian Senate brought into being the 
tool to return these laws to their original virtue. 

Might I stress some of the points of this 
bill? It's a very lengthy bill. I've got copies in my 
sdabee. 
A. Many new sections were added to the present 
bankruptcy law to cope with proposals and means of avoid- 
ing insolvency or bankruptcy. 
B. Section 714. An amount of debt, whether secured by 
judgment or otherwise may be included. This is very 
similar to the Quebec Lacone Law -- the Senate has en- 
acted an amendment to the Bankruptcy Act which provides 
the debtor does not necessarily have to be a judgment 
debtor but the claim tabled and agreed upon by the 
debtor as being a rightful debt. And those debts $1,000 
or less without the consent of the creditors. If over, 
with their consent. 


C. Section 182, This provides for a period of three 
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years in which the debtor, and under a Consolidation 
Order, may pay off in full his debts. And further, 

with the consent of his creditors may take longer time 

-- he can take five years. 

D. Section 186, Where debtor is trady in payments -- 
and most of us are, to tell the truth -- the clerk of the 
court may obtain from him a Wage Assignment directing 

all employers, both present and subsequent, to pay over 
all wages seizable to his court for distribution to 
creditors, 

Might I suggest -- these are the three 
basic suggestions -- the consideration be given to an 
amendment to the Conditional Sales Act, Chapter 61, Re- 
vised Statutes of Ontario, to Section 9. This would 
require, where a seller retakes possession of goods for 
preach of condition, that he may still retain such 
rights subject that a Judges Order to make such 
repossession, where 75% of all monies due have been paid 
by the purchaser, This, in simple English means that 
Since title remains with the seller with goods like 
cars, etc., having been sold under conditional sales 
agreements, this means the title remains with the seller 
and he has the right to take action to repossess, where 
substantial payments have been made by the unfortunate 
debtor, the purchaser, that a judge's counsel and advice 
should be sought and the judge will decide the case 
not merely on the title but on the merit of the claim 
for seizure. I do see as this would upset business or 
commerce or the collection business. I think it would 


be a great boon because a lot of jalopies which their 
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Owners have commissioned would remain with the people 
using them. 

The second suggestion is that all Wage 
Assignments be reistered in the offices of the County 
Court Clerk and should the assignee be also subject 
to other action in the courts, whether in Division Court 
or Supreme Court, etc., and for debt, that all such 
ereditors share in the amounts liable to seizure. This 
by an obligation on the part of the holder of the wage 
assignment to register same in the County Court for a 
Seizure. Suitable amendments could be made to the 
Creditors Relief Act to accommodate this. The reason 
why I select County Court rather than Division Court 
is obvious because Division Court limits are $400.00. 
A man may owe up to $3,000 and if the holders of Wage 
Assignments are obliged, as they are in many parts of 
the United States, are obliged to register them in 
the County Court, and then when registered to seize 
wages, would bear their share in full equity with 
other creditors who have obtained judgments. This 
would be just. 

My third and last submission is that 
the Government of Ontario give immediate attention to 
provisions in the Senate Bill S-2, This last comment 
is the crux of the whole thing. We have been casting 
around to find a way to discourage people who get 
to easy into debt through the blandishments of salesmen 
~- their wife is usually a good salesman -- and they 
buy everything because the person next door has it and 


they must have it. They are civilized, they are modern, 
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they are progressive, etc., and they can still find 
the money, then if something happens and they get more 
children or they get sick, they have bitten off more 
than they can chew, etc. We must find a way to 
discourage them from getting further into debt. Now 
if, in the more acute cases they came under this 
Senate Bill, providing it was proclaimed in Ontario, it 
is my sincere contention, gentlemen, that this 
protection would relief many people of anguish and 
anxiety and give them respite over a period of years 
and while it relinquishes protection they would not 
get further into debt. Now this Senate Bill provides 
for this; in my opinion the protection offered by 
this law, and to a debtor giving cooperation to it, 
would discourage the creation of further debts. I 
would draw the Committee's attention to Section 189 of 
the Senate Bill. This gives any creditor the power 

to kill the debtor's protection should a further debt 
of $200 or more be incurred subsequently by him. 

This, if adopted in Ontario, would curb effectively much 
of the evils of easy credit. 

THE CHAIRMAN: Just shove that micro- 
phone just about an inch away. I think that's better. 
I can never tell whether it's because of the amplifier 
or just what the reason is. You get sort of a feed-back 
or something. Are there any questions, Mr. Sedgwick? 

MR. SEDGWICK: I have one or two. Mr. 
Tyler, I think the Committee would want this to be 
made known to them, You are here as a volunteer, you 


were not asked to come? 
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MR. TYLER: No. 

MR. SEDGWICK: You asked permission to 
come? 

| MR. TYLER: Yes. 

MR. SEDGWICK: And your business 
primarily is the business of the debt collector? 

MR. TYLER: Yes, that's correct. 

MR. SEDGWICK: Do you collect debts 
mostly for small places? 

MR, TYLER: Yes, all kinds of miscellaneou 
retail businesses. 

MR. SEDGWICK: Doctors? 

MR, TYLER: Yes, | 

MR. SEDGWICK: Dentists? 

MR. TYLER: Yes. 

MR. SEDGWICK: Do you collect unpaid 
balances on trade paper? 

MR, TYLER: No, I've never done that. 

MR. SEDGWICK: You don't do that kind 
of thing? 

| MR. TYLER: We fellows protest the 

question of the usefulness of pursuing such debtors 
because these finance companies are asking debtors 
to make good deficiencies. They have seized the car 
or the refrigerator and they have suffered a loss and 
they are suing the debtor for deficiency and we don't 
get into that very much. 

MR. SEDGWICK: You collect for the 
putcher, the baker and the candlestick maker, sort 


of a tradesman, is that right? 
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MR. TYLER: And the hardware man -- 

MR, SEDGWICK: Yes. And I appreciate 
what you said about wage assignments. Would you be 
in favour of legislation that outlawed wage assign- 
ments entirely? 

MR. TYLER: No, I would not. I have, 
for 15 years, I have personally been a member of the 
unior8 in Toronto. I work in credit unions voluntarily 
and they use wage assignments a lot and I am constantly 
asked advice about them, I say that a wage assignment 
is a right document if it's given as a pledge for a 
small amount, within two or three month's wages. I 
contend that a wage assignment which mortgages a man's 
earnings next year is fundamentally wrong. 

MR. SEDGWICK: Well then, would you be 
in favour of the abolition of wage assignments that are 
not self-liquidating within a very limited period of 
time? 

| MR. TYLER: Very much so. 

MR, SEDGWICK: Three or six months -- 

MR, TYLER: Very much so. 

MR, SEDGWICK: Yes. And your main 
complaint about wage assignments, I take it; is that the 
money all goes to the farsighted creditor who gets the 
wage assignment. Whereas it is your submission that 
they should be registered and if they are acted upon 
the money should be pooled for the benefit of all 
creditors, does that sum up your submission? 

MR, TYLER: When you understand that 


the judge I seen yesterday morning -- he had an order 
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and this man can't obey it because of a wage assignment. 

MR, SEDGWICK: That's what I am getting 
at. Your position is that if a wage assignment is 
taken by some farsighted creditor, he should be compelled 
to register it and then if he acts upon it by asking 
the employer to pay under it, then the money should 
be paid to a central pool and this should be for all 
creditors, not just to the one who was lucky enough 
to get the first assignment? 

MR, TYLER: That's rigns. 

MR. SEDGWICK: One of your suggestions, 
is that right? 

MR. TYLER: Yes. Well, one important 
point on wage assignments which I don't want you to 
miss and this is a very important point. You see, 
when a wage assignment is made and signed by the loanee, 
the original copy is never sent to the man's employer. 
Usually -- 

MR. SEDGWICK: Not until he gets a 
default -- 

MR. TYLER: Now, this wage assignment 
could get into the wrong hands, be misused, and used 
time over again. That is because they are not 
registered. 

MR, SEDGWICK: I was getting at that. 

If the wage assignment were registered the employer 
will then, or could then, become aware of 16, couldn't 
he? 

| MR, TYLER: Right. 


MR. SEDGWICK: You do not think that that 
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might have some effect on. the man's employment? The 
employer might think of it as being a sort of an 
incurred garnishee? 

MR, TYLER: No, I don't think so. That's 
a matter of education. 

MR. SEDGWICK: Education of who? 

MR. TYLER: Employers. 

MR. SEDGWICK: Oh, I see. Then, as to 
trade paper -- I think I understand you correctly -- you 
said that after so much is paid on the article the 
only remedy of the seller should be to repossess it, 
is that right? 

| MR. TYLER: He has that right now. 

MR. SEDGWICK: Oh, I know that, but in 
addition he has the right to sue for any deficiency. 

MR. TYLER: After it is repossessed. 

MR. SEDGWICK: Yes. And your suggestion 
is that after so much has been paid on the artile, 
he should be confined to a right of repossession, is 
that right? 

| MR, TYLER: I.didn't say that, but it's 
a good point though. 

MR, SEDGWICK: Well, would you be in 

favour of .it? 

| MR, TYLER: I think since the creditor, 
seeking to obtain judgment, deficiency judgment, would 
appear before a judge, providing the other side 
disputes it, I'd as soon Tac to the judge. 

MR. SEDGWICK: What I am getting at is 


this. Let us suppose an article is sold for $100.00, on 
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time, and the man has paid, say, $50.00. That probably 
should only be $30.00, but let's say $50.00. Would 

you then be in favour of confining that creditor to 

a mere repossession of the article? 

MR, TYLER: My basic suggestion here, 
sir, is because the person who is buying the car or 
television set or whatever it may be -- could be false 
teeth, you know -- regardless of what he is buying, he 
has made substantial payments and I feel that he has 
acquired a certain amount of equity. 

MR, SEDGWICK: But he has -~ you could 
always insist on the article being sold, and if it 
realizes more than the balance he gets the excess. 

MR, TYLER: In this case you are talking 
about the seller, aren't you? 

MR. SEDGWICK: No, they buyer would 
get the excess, although the article very seldom sells 
for more than the debt. 

MR. TYLER: Néver known of a case where 
it did sell -- 

MR. SEDGWICK: Well, it never does, I 
am aware of that. But would you -- I'1l put my question 
again -- would you be in favour of restricting the 
unpaid seller to a right of repossession? 

MR, TYLER: I would say no, but I 
would say that the seller would have the right to 
receive the deficiency charge if it should be decided 
properly in a court. 

MR. MacDONALD: Well, why have you 


changed your opinion in the last five minutes? 
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MR. TYLER: TI haven't. 

MR, MacDONALD: Mr. Sedgwick first put 
the question to you as to whether or not a repossession 
actor, having made a certain percentage of payments -- 
you said this was a very good point. 

MR, TYLER: Yes. I mentioned it -- 

MR. MacDONALD: Yes, and you had 
mentioned it. Then you qualified it by saying that 
you would leave it to the discretion of the judge and 
now you have gone still further a step back and say 
that you think they should have the right to sue for 
the deficiency? 

MR. TYLER: Mr. MacDonald, I am not 
retreating at all. 

MR. MacDONALD: Well, it appeared to 
me -- 

MR. TYLER: That may be, but I am not 
retreating at all. Our opinion in this brief in a 
Limited way, the process of repossession at the time 
when repossession is sought, if 75% of the money has 
been paid, repossession should be possible only by 
consent of a judge who would judge on the merits of 
the case. That's all I am interested in. 

MR, SEDGWICK: Well, I don't know what 
merits he would judge except the fact that the money 
is owing. 

MR, TYLER: The merits are the circum- 
stances of the debt. Why has he stopped the payments? 

MR. SEDGWICK: I see. So that after a 


certain point of time you would forbid repossession 
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without some judicial process, is that your suggestion? 

MR. TYLER: I have a motive behind 
this suggestion. It's a basic one, 1 feel. That if 
it was more difficult to repossess without trouble, 
people would be less willing to sell on easy credit 
without checking people's ability to pay. 

MR, SEDGWICK: You think repossession 
is a powerful weapon in the hands of the seller, do 
you? 

| MR, TYLER: It certainly is. We should 
know this, we go collect it. The doctor's debt and 
no money because they are paying on the television and 
the car. 

MR, SEDGWICK: 1 think those are the 
only questions I have. 

THE CHAIRMAN: Mr. Bukator? 

WR, BUKATOR: Mr. Tyler, you are a 
Licensed collector? 

MRe eTYLER: «\) Yes’. 

MR, BUKATOR: By whom? 

MR, TYLER: The Department of Insurance o 
Ontario. 

MR. BUKATOR: Ontario, How many years 
have you been at this business? 

MR. TYLER: Seventeen years. 

MR. BUKATOR: Quite a time. Did I get 
you right when you said you didn't take part in 
repossessing appliances or --? 

MR. TYLER: Yes. I have never done that. 


MR. BUKATOR: You've never done that 
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sort of thing? Well, I've got a series of questions 
along that line. Have you ever known of a collector to? 

MR. TYLER: Some of our members do. 

MR, BUKATOR: Yes. If an appliance that 
aman either can't pay or doesn't want to pay for -- 
let's say a refrigerator for want of a better item -- 
when they repossess -- some of the collector's that 
you speak of -- they take this refrigerator -- and if 
they are not -- in fine print -- I might ask this of 
Mr. Sedgwick -- a portion of the contract that if this 
refrigerator has not theeuity, then they can take 
other appliances out of that home to compensate them 
for their debt? 

MR, SEDGWICK: I believe that's so and 
I think it's a great evil. They can take the whole 
contents of the house to compensate for the refrigerator. 

MR, BUKATOR: This is the point I'm 
driving at. Now then, if the refrigerator was 
repossessed because of lack of payment, have you heard 
of them backing up with a truck, such as we have heard 
in this Committee -- and by the way at home, too, on 
the street -- where they have backed up and taken other 
items to compensate them for their loss? 

MR, TYLER: I hope you realize, sir, 
that when you talk to me about collectors, you shouldn't 
talk to me about debtors. 

MR. BUKATOR: Oh, I see. The collectors 
have not done this at any time? 

MR, TYLER: No, no. Some of the 


collectors are also licensed or appointed as bailiffs 
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under the Ontario -- 

MR. BUKATOR: I see. They wear two 
hats? 

MR, TYLER: They wear two hats. 

MR, BUKATOR: That being the case, the 
man who is wearing the two hats has backed the truck 
up to the house and taken the refrigerator, the 
Chesterfield and other items he feels would be suffi- 
cient to compensate the man who originally sold the 
refrigerator, for his loss. 

MR, TYLER: They can back up, but they 
can't get in. People lock the doors. 

MR, BUKATOR: Well, let's say the man 
didn't lock the door and they did get in. 

MR, TYLER: Well, if they came in 
where I was sitting -- 

MR, BUKATOR: Well, have you heard of 
cases where people have had their furniture taken 
out by -- I guess you would call them unscrupulous 
dealers -- 

Mie THEERsin (Yes: 

MR, BUKATOR: You naturally are not 
in favour of this, are you? 

MR, TYLER: LI think it's a very 
undesirable practice, 

MR. BUKATOR: Is there much of that being 
done today, say in the larger areas that you are 
acquainted with? 

MR, TYLER: I believe, sir, that in the 
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are highest in the Province of Quebec. 

MR. BUKATOR:How about Toronto? 

MR. TYLER: Toronto has the highest 
percentage peelariitere in Ontario because there are 
more people. (Laughter) 

MR,BUKATOR: This happens once a week 
or daily in certain areas, I imagine. Am I going too 
rer 

| MR. TYLER: I think to do justice to 
the creditor, they give the people chance to pay some 
money (rest inaudible) 

MR,BUKATOR: They seem to be infringing 
on your territory? 

MR, TYLER: Very much so. You see a 
person goes out to repossess the refrigerator and the 
fellow says, "Well, I can pay $5.00", So he hands 
it to the creditor and the creditor says, "Okay,' and 
away he goes, see? That man is not a licensed 
collector, but he should be, he's collecting debts; 
but he's not. In this Province, sir, collecting 
agencies are under the administration of the Department 
of Insurance and the licensed collector is limited as 
to what he can do. He cannot use the telephone and 
reverse the charges, he cannot send a telegram and 
reverse the charges, he cannot browbeat and abuse a 
debtor on the telephone or call him on Sundays or 
holidays, all the measures he uses must be approved, 
form letters, not personal but form letters. (Rest 
inaudible) The Attorney General can tell you about it. 


MR,.BUKATOR: That is a practice that I've 
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heard of since I've been on this Committee that I 
certainly don't approve of either. 

MR, TYLER: I don't think that people 
should be penalized, because they paid for other items, 
simply because they have become delinquent in one item 
only. This does not seem to be just. 

THE CHAIRMAN: Mr. White? 

MR. WHITE; Will mae sgaeeis on a 
statement you made to the effect that having obtained 
a wage assignment the creditor will send a photostat 
to the employer and I think I understood you to say 
that he might later use the same easement for 
other employers? 

MR. TYLER: I wasn't suggesting, sir, 
that is was done. All I am suggesting is that it 
could be done and there is no legal method to prevent 
it. You see what happens in practice is this: A man 
goes to a credit union and borrows money and credit 
unions are very high principled organizations, they 
are the friend of their members and they help members. 
Other people in business may be less scrupulous. Real 
estate firms will take a wage assignment on a salesman 
selling on commission. I know I have tried to get 
garnishees on a commission and you can't get them 
because they already owe the: boss money, overdraft 
secured by wage assignment. Right after him, he's 
not only the holder of the wage assignment, but also 
the employer. Now, when this wage assignment is 
signed, it would be wrong in principiel to send the 
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the end of the evidence. So obviously we make photo- 
stats and keep the original. If we are people of 
good conscience and honest, when a bill is paid we 
tear up the wage assignment. I always do, I don't 
even return it to the credit union. When the bill is 
paid I tear it up. That's the end of the matter, 
There is no requirement in our laws for this to be 
done. There is no place where these documents are 
registered. An innocent person has no protection if 
they were used by fraudulent and wrong people. 

MR. WHITE: You obviously suspect that 
wage assignments are being used again and again? 

MR. TYLER: Yes, i'd say that, ane 
I suspect that but I have no evidence. If I had, 
where would I send it to? You have no laws on the 
subject. | 

MR. WHITE: Is the name of the employer 
shown on the wage assignment? 

MR.TYLER: At the time when the person 
makes out the wage assignment he puts the name of 
his employer at that time. You notice the document 
provides for subsequent employers so regardless it 
can be served on a subsequent employer. 

MR. WHITE: His name would be typed 
in to the assignment after? 

MR. TYLER: The way it is done is by 
leaving the wage assignment alone and pinning it to 
a letter which you send to the subsequent employer. 
That's how it's done. 


MR, WHITE: Will somebody explain the 
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difference between a garnishee and a wage assignment? 
I'm not clear on that? 

MR, SEDGWICK: A garnishee is a court 
process. The wage assignment is something between 
the assignor and the assignee and the employer. There 
is no intervention of a Court at all in connection with 
a wage assignment. The garnishee is a Court process. 

MR. TYLER: - Sir, the only circum- 
stances under which a Court would be used in connection 
with a wage assignment would be if the employer would 
not obey it. There was a case in Kitchener six years 
ago where St. Peter's Credit Union sued an employer 
because he would not honour a wage assignment and they 
got judgment in their favour. 

MR. MacDONALD: Judgment which? 

MR, TYLER: In their favour -- St. Peter' 
Credit Union of Kitchener, because the employer would 
not obey the direction. At that time there was no 
(rest inaudible) 

THE CHAIRMAN: Mr. Irwin? 

MR, IRWIN: I would like to hear further 
comment from you, Mr. Tyler, or anyone else, on the 
question of repossession. Why would i¢ not be a fair 
proposition to limit totally the right of repossession 
after a percentage of the principal had been paid, 22 
other words, after the percentage of, say, 30 or 4O or 
50% of the principal of the debt had been paid, why 
not have it that the title automatically passes to the 
purchaser and the creditor then is limited entirely 


as to his rights as a general creditor for the 
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deficiency? 

| MR, TYLER: Mr. Irwin, that obviously 
would be wrong because there are people who have 
paid 75% on the car or frig and they are wanton, they 
have night life and they are characters that are 
irresponsible, why should they be given 25% bonus on 
a thing they have had the use of? Let the judge 
decide on the merits of the case. 

MR, IRWIN: Well, what about your 
dehtist,he hasn't got any security. He can't take 
his teeth back? Why should the seller of a car or 
a television set be in any better sont#ion Shed the 
dentist or the doctor or the corner grocer? After 
a certain point -- I recognize perhaps that up to a 
certain point the title might still remain with the 
vendor, but after that point, why can't it pass totally 
to the purchaser and let the seller of the article 
be a general creditor like anybody else? 

MR, TYLER: What you ee sir, 
exists in the State of New York and Pennsylvania. In 
New York, if 80% has been paid it cannot be seized and 
the the balance is treated as a debt. In Pennsylvania 
it is 75%, as I propose here, to all goods secured by 
conditional sales agreements. I personally don't agree 
with it because as a bill collector and probably not 
too very much in general favour, I've had a lot of 
real hard experiences with people. I've got to know 
a lot of people personally. I go visit them, I trade 
with them and joke with them -- that's how you get 


money sometimes, by joking with people. But, I want 
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to tell you that there are people today who, if they 
were not compelled to pay that balance because they 
were going to be seized, they wouldn't pay it at all. 

MR.IRWIN: I would like to make this 
suggestion which might tie in with your own moral 
philosophy, which I gather you are trying to convey -- 
that it might be a good idea to discourage the lenders 
from lending on marginal risks. Now this might have 
the very salutory effect on the whole marginal area 
of credit in circumstances which we are dealing with, 
if this rate of repossession were ultimately limited 
tosn ay; aphat.point.at .which.50,5.00..75 or 80% of 
the original principal had been paid. Then, as you 
have said yourself, the «seller knowing that he runs 
the risk of becoming only a general creditor for 25% 
would be a little more cautious, 

MRsnTYLERY «Phatiserights 

MR. IRWIN: Would this not be a 
salutory influence on the whole situation? 

MR, TYLER: I think there's a point 
here that people in New York and Pennsylvania, and 
other states too, on wage assignments in Manitoba when 
aman makes a wage assignment he must be married, he 
must get his wife's consent. That's an interesting 
point, in Manitoba, he must get his wife's consent, 
that is if she is living with him at the time. (Laughter) 

MR,IRWIN: Another point along with 
your dther line of thought that I would like to hear 
some comment on is, I gather that you are, your activi- 


ties are related to the collection of unsecured debts? 
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MR, TYLER: Yes. 

MR. IRWIN: How would you rate the 
incidence of the type of debt which is most likely 
to go bad? Is it the grocer, the dentist, the doctor? 

MR, TYLER: You mean the type of -- | 

MR, IRWIN: Yes, the type of debt, the 
type of account? 

MR. TYLER: Well, I would say that when 
food has been bought and consumer and owed for, it's 
harder to pay for. And also clothing, when it's made 
to measure, don't get paid for. I would think that 
among middle age people -- not so much the young fry 
because they are quite irresponsible when it comes 
to car bills -- not generally, but quite a few of 
them -- we get more civilized when we get married, you 
know, settle down. (Laughter) The young bloods, of 
course, can owe money and they are not too much worried. 
It's quite a joke when a bill collector gets after 
them, especially when he gets after the other fellow 
and not him. But I would say that car bills are 
easier to collect than food because the average man 
needs the car that's been repaired and he still needs 
to get it repaired somewhere. When it gets around that 
he owes bills on the car he can't get credit somewhere 
else, see? Collecting on credit jewelry is hard. 
Collecting for department stores is comparatively easy. 
I thought you were talking about the type of debtors, 
because the -- 

MR, IRWIN: Well, that would be 


interesting. 
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MR. TYLER: The worst debtors -- and I 
speak from experience and we have rather hackneyed 
charts that we use -- but my own personal opinion and 
experience is that lawyers definitely (laughter drowns 
out rest) they are about in the middle, and so are 
tenant farmers. The best credit risk is a farmer 
who owns his own land. He's the best credit risk. 

And people's religious persuasions -- take the 
forthright people like Mormons and -- they are good 
credit risks. Where people have religious convictions 
which is precious and important to them, but I'm not 
personally religious, I have no religion -- except 
bill collecting (laughter). My observation is that 
where a person is sincerely religious they shudder 

at the thought of owing money. But I can assure you 
that debtors are becoming sophisticated these days. 
And among bill collectors -- not too high an under- 
standing of legislative matters -- they have still 

got a production complex, you know -- so many accounts 
and so much money, -- but some of us feel that we've 
got to arrive at a method, not only to assist debtors 
to pay their debts, but to discourage them from 
getting into further debt, and I think the Senate Bill 
is largely the answer. 

MR, IRWIN: Seeing the bill has been 
opened, I can't resist the recording for the Committee 
that in the United States Certified Public Accountants 
are rated second amongst all credit risks (Laughter). 

THE CHAIRMAN: Mr. Belanger? 


MR. BELANGER: (Question missed on next 
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tape) 

MR. TYLER: Innocent people have no 
protection is they are used by fraudulent and wrong 
people, 

MR, BELANGER: You obviously suspect 
that (flaw on tape) 

MR. TYLER: Yes; 

MR. BELANGER: Do you find that the 
amount of business that is being done by collection 
agencies now is increasing quite an extent? 

MR, TYLER: The answer to thet; sir, 
is during the past ten years it has increased 40% 
fn the volume of accounts handled. You must realize 
that that increase is subject to some extent by an 
increase in population. But the thing that concerns 
me as Secretary is the collectability -- what we call 
the number of accounts we collect is diminishing and 
the cost of -- 

MR. BELANGER: What was that again, 
what was that last statement? 

MR, TYLER: That the number of accounts 
that you collect, or what we call collectability, is 
diminishing, the amount we collect is diminishing, we 
collect more installments and less debts and it's 
costing more money to collect. That's the general 
picture. The truth is that the collection business 
has moved into a second position compared to people 
who run the finance companies and buying paper, like 
credit paper, because they have the Indian Sign on 


the debtor, see, they've got the green light. And you 
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won't find these people in the Division Courts, being 
sued. They don't act that way. They bring the man 
into the office and lend him more money. As a matter 
of fact a bill collector is almost as respectible 

as a pawn broker in the general business of evening 
dead accounts. You know the difference between a 
pawn broker and a finance company, don't you? The 
pawn broker takes your watch but it still belongs to 
you and lends you money. And he's going to keep your 
watch in good repair safe from arson and water and 
theft and it is still yours. And even if he is going 
to redeem it you don't get called on for ie money, 
he's going to give you notice of 70 days -- he must 
hold it a year under the Dominion Pawn Brokers! Act -- 
Well, we fashioned a scheme now whereby in modern 

days we let a guy buy a car which he doesn't have a 
title to, but he's responsible for its maintenance, 
take care of it in every respect, responsible for 
what he does with it, yet he doesn't own it. And even 
if he hasn't paid for it the Province of Ontario 
permits him to register himself as the owner when he's 
not the owner until it's paid for. So we turn things 
around, see. Let's get back to the days of the pawn 
broker, the three balls, you see, and let's know what 
we are doing. 

MR. BELANGER: I was going to ask, what 
about the fee you charge -- what's the percentage of 
the accounts that they have to collect? 

MB. TYLER: I am glad tad are asking 


these questions --it adds quite a bit of enhancement to 


| i . 
i? 


4 " i a iH i} ” 
7) vont ay ai A v4 iy 
: nn r bas,‘ ve iar 7 : 

4 ; re ? : ae or 
gated , itardd. wor mved oat ab eiqoeg ¢ nes — tate 
. Maney eer Ae Ninntad 
Lie ony arr ved? | spew. edd van d* mob Toa y 
c.} . } vy . - 


xotivnan a @) | .ttenem eae mld Basi ais sortie esd 6 


, 


. 4 ~~: : q . = _ ™ «at _ 
ori swab .Yaaq@es Sod 4 bus tejoid awaq 
S 
ford 


ov a ad &fhite dt ded codaw tee, sonics t9]exoxrd awed 


r - a r i” 
sAiog & tA. «Yor oy sbrel Sap voy | 


Cy 2 fog W, Ww o en 4 ki oa’ (aa F 


Meoteq orld a'itetiw -- eptaro SOX, eot out, ou oda 
Ne 


troel lan. od aved ‘woakt add atawooes 
| ; a 

em voy heals ome 5: | -AaIr 9S jabs 

au | Z “ ae 


— 
a 3 
ato oo 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO z 378 
my ability. Obviously there is a variation in 


commissions, but in Ontario we are obliged to follow 
the Department of Plearaeee covered by a contract 
and we charge a commission determined first by the 
age of the account, the age of the account is determined 
by date of last payment. He may have owed $100.00 two 
years ago but paid $6.00 three months ago. The account 
is three months old, see? The date of last payment. 
We charge 25% of the money collected on that. 

MR. BELANGER: 15 to 20? 

MR, TYLER: To 25%. Some get 25%, 
some get 15%. Very few get 15% because of all the 
things which make it more difficult. Debtors have 
the habit of moving -- I guess you haven't heard about 
that one. The most efficient collector is the income 
tax department. They can collect anywhere in Canada 
without running into Provincial Governments. There is 
no question of jurisdiction. If you live in Ontario 
and you owe $25.00 and you leave for Manitoba -- we 
can't go into Manitoba -- you have to use a lawyer. 
If it's $25.00 he owes you can spend $100.00 in 
expenses, to go in there. Not the Government of 
Canada, he goes anywhere in Canada and gets his man. 
They don't follow that jurisdiction in official matters 
and you can't do a thing about them either. They get 
their money. They are the most efficient collectors 
and then after that I think the Government of Ontario 
as a retail sales collector does very well (Laughter). 
Very interesting item, I might say, very interesting. 


MR, BELANGER: Besides this 15 to 25%, 
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is there anything else attached to it? 

MR, TYLER: We charge no fees. We are 
different from lawyers, you see. Lawyers have more 
privilege. First of all, we have to be bonded, lawyers 
don't have to be bonded (Laughter). Lawyers can be 
dealt with by the Law Society if he misbehaves. We 
lose our licence. For each $10,000 we collect we must 
file another bond for any part thereof, which means 
if we collect $10,000.01 we file $2,000. See? Up 
to a limit of $10,000. Then we pay an Seen eeaund 
fee. 

MR. BELANGER: How large e the fee? 

MR, TYEER: $25.00 a year, that's all 
it is, for a licence fee. But we carry a licence fee 
for each collector personally employed on our staff 
as a collector, who goes out to see debtors , and the 
fellow uses the telephone, see? He gets a lot of 
experience on the telephone. However, the collector 
doesn't get aggressive, because we find getting 
aggressive is like shutting the door. You've got to 
be on personal terms with the debtor to get the money. 
You hear everything and you don't dispute a thing. 

But you don't believe it (Laughter). 

MR. BELANGER: What riding could you 

run in? (Laughter). 
| MR. TYLER: I'm thinking seriously of 
running, you see, my party never gets elected (Laughter ) 

MR. BELANGER: What would be the 
percentage of appliances, say refrigerators? 


MR, TYLER: I think less than 5%. 
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MR. BELANGER: Less than 5%. 

MR, TYLER: It isn't a serious matter? 
MR. BELANGER: It isn't? 
MR 


* WXYLER: Hox 


5 


« BELANGER: We have heard that as 
far as a truck backing up to the borrower and taking 
what they want -- have they got a right to do that? 
MR. TYLER: Well, I think there are 
lawyers present and I could stand to be corrected, 
because I'm not a lawyer, but I discovered in life 
that if you don't know -- there's a coward in every 
morning you look at in the looking glass that tells 
you -- and I've know what I know without realizing 
I don't know. I just try to find out, see? So the 
situation as I see it is, a man has a right in his 
own castle. A man will come in only once to release 
for the purpose of putting a sign in the window "To 
Let" -- or to see what repairs are needed -- otherwise 
he keeps out. As for using it, under the Bailiff's 
Act, te to put a bailiff on him for his wapaid rent, 
that we know of. But the tenant has exemptions, tools 
to use, his rights, you know, and anything else that 
is essential to his existence. But the landlord has 
much more right to enter his premises than the Busy 
Bee Appliance Company has to go in and take the frig. 
They can't get past the door if the man won't allow them. 
Of course, they can go down to the Police Station and 
get a police officer in on these matters. If they 
block the way in and they don't get in, that's the 


end of it. Of course, if the Busy Bee Appliance Company 
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still insists on setting its frig they can go to Court 
and get a judgment... But I assure you that forceful 
entrance is unlawful and wrong and should be frowned 
on and should be stopped. And no credit to the people 
who try to do it. I have never been shown out of a 
house collecting a debt and I've been doing it for 
17 years. Lots of times people ask me to come back. 
T‘don't know why, but -- (Laughter). 

MR. BELANGER: I understand the 
Orderly Payments Act has been changed to the extent 
that they are only allowed to work in their own 
Gouney and they are not allowed to work in another 
dpunty\'uniess they get an authorization from the County 
Judge there. What about you people in the collection 
agencies? Can you collect outside the Province? 

MR. TYLER: The answer to that ie 
we are licensed provincially, we can solicit business, 
we can seek debts anywhere in the Province of Ontario, 
put if we seek to use the Division Court to obtain a 
judgment of a debt of $4.00 or less, we are obliged 
to use the right Court -- this by amendment of the 
Division Court Act -- in 1961, I think, or maybe it 
was 1960 -- which means simply this. We are obliged 
to sue in the Court where the debtor resides or where 
our credit resides. In other words I have an agency 
in Toronto and a client in Timmins and a debtor in 
Port Francis, I would sue in Port Francis, not 
Toronto. So we are restricted, if we use the Courts. 
You use the right Court, outside of that we can go 


anywhere in the Province. 
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THE CHAIRMAN: Mr. Noden? Mr. Reilly? 

MR. REILLY: Well, Mr, Chairman, when 
Mr. Tyler concluding his brief, he suggested three 
amendments. The first one was that the seller taking 
possession of the goods -- it was an amendment to the 
Conditional Sales Contract -- would you like to 
amplify on that? 

Minh, TXLBK: Yes, May 1 rirst read 
it, Mr. Chairman, and then amplify on it. My suggestion 
number one,is that consideration be given to an amend- 
ment to the Conditional Sales Act, Chapter 61, 
Revised Statutes of Ontario, Section 9. This would 
require where a seller retakes possession of goods for 
breach of contract that he may still retain such rights 
subject that a judges order to make such repossession, 
where 75% of all monies due have been paid by the 
purchaser, That simply means I would not interfere 
with the present Conditional Sales agreement -- 
incidentally the right to repossess if the balance is 
owing and the account is delinquent -- except that 
where 75% had been paid I would have the vendor seek 
the judge's approval in the presence of the debtor, 
so the judge may consider -- as he does in a Division 
Court suit where there is a trial -- he may consider 
the merits of the case. You see, let's take some 
hypothetical situations. Here is a fellow who has 
got married and they do that, in case you don't know -- 
his wife is a nice, sweet thing, but she wants things 
that the other girls have, so he gets things, you see, 


Now, he just can't pay for it -- there's no use talking 
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-- I've done it myself when I was young. So he can't 
pay so they talk it over and they talk to the old man -- 
he's got no money, so they are on their own. There 
are more children coming, you see, and these bills 
have to be paid. So what to do about it? Now, if 
it was a Division Court judge, they could go down to 
the judge and apply for consideration. They would 
go up for examination on judgment debt and the judge 
would consider the merits of the case, if he does 
what we say. If there is two or more judgements 
then he probably would give a consolidation order. 
But if it's some chattel mortgage on a eee which 
is not secured by judgment and it's not going to go to 
Court, they have got a problem, see? Now I contend 
that there can be circumstances where the man is 
in debt through sickness and trouble which is personal, 
unavoidable, innocent and worthy of compassion, that 
the judge would consider it and Say, "Well, maybe a 
couple of months from now he can carry a bit. I'll 
hold up this seizure for a month." This could be 
just and equitable. He wouldn't interfere with the 
creditor's rights because he hasn't lost his title. 
A month later he may still get it back. But it has 
a very great deterrent on people who serve easy 
credit for that consideration. They won't loan people 
more than they can pay. 

MR, IRWIN: I thought, Mr. Chairman, 
that Mr. Tyler might open up an interesting area as 
the result of his experience. And that is, what is 


the machinery available to granters of credit, the 
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credit man, the finance company or the credit man in 

a department store, and to the collection agency like 
yourself. Is there a formal machinery available 
throughout Ontario, throughout Canada, as I understand 
there is quite elaborate machinery in the United 
States for tracing people, skips particularly, and 
what use is made of this machinery and how effective 
is it? 

Mn. True: Locan- give” you, “ifyou 
have got the time, I can give you a picture of what 
exists now, which is not at all perfect, very 
imperfect. You must understand when we are talking 
about checks on credit, the person's ability to pay 
their bills on which you have given them credit. 
There is a distinction between retail and trade 
accounts. There are, in small towns, credit bureaus 
(inaudible) In a small town everybody knows each 
other, you see, not much trouble to sort them out 
and make a’file on them. But’ in Toronto there is 
such a terrific turnover in population, people coming 
and going that the conformation of these files is not 
too good. Possibly the best files are Simpson's and 
Eaton's because they do a lot of business. You can 
get anything down there, I know myself, you can get 
anything down there -- just show your card and go to 
a department and they will sell it to you. I don't 
know what happens if you don't pay, I've never tried 
that. But there are tremendous files, like Simpson- 
Sear's -- they've got tremendous files of people 


continually buying and trading on credit. (Inaudible) 
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But in small businesses like retail hardware or garages 
or small businesses who do not have a pressing contact 
with people seeking credit, they become the main 
victims in the collection business. That's why I'm 
in that business, because I know that. Now, in 
regard to tracing, if °Iht teach people how to trace 
better I'll be getting out of my business, but you 
see, the sad truth is that the first record in 
efficient tracing is the original time when the 
business is done and the manner in which the cards 
and records are made. To give you an idea -- a man 
who is applying for credit, his name is Simpson, and 
you know it is a man --you could tell by looking at 
him -- that's all you know, if you are an inefficient 
eredit man. But you must know if it's Edwin or 
Edward, if it's Edward Samuel or Edwin Harry, and if 
he has a wife, you must know what her full name is, 
see? You must know his age, at the time he applied 
pranks his occupation and if he is self-employed, 
where he banks and usually his car licence number. 
Credit bureaus make a great mistake on all their 
eredit applications to get the engine number not the 
car licence number, The importance of a car licence 
number is that you can dial the police files -- let's 
face it, it's useful sometimes, you know. Dial 

the police file and give the number and they will 
tell you where the man is living you see? It costs 
you nothing. If he comes in from Manitoba or British 
Columbia every six months you've got the Manitoba or 


B.C. licence -- get it just the same as an Ontario 
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licence -- the same thing if you write to other 
Provinces. Getting this car licence number and the 
proper spelling of the name, occupation, is very 
important. You can get other details, like his 
professed religion, but I've met some religious 
people who don't know what to profess. But you put 
it down. I think you ought to get his father and 
mother's name and in-laws, so much to the good. But 
how much information you get on that card the first 
time is very important and from my experience, and 
I've had 17 years at it , people get this information 
afterwards when they are trying to collect the debt. 
There is another thing too, people have got the habit 
of changing their names. That's what happens when 

a woman gets married, change their names, see? So 
suzy Green who owes the money may now be MeaiBasy 
Melton or Jones. And that is not a change of name 
like our friends from other countries who seek to 
become citizens and they find if they change their 
name from Shultz to Smith, they are easier to get 
along with, see? So check the records and find out 
the change of name, This takes time, you see, Tracing 
isn't too difficult if you've been at it some length 
of time. You need patience, more patience than most 
people. 

MR. BELANGER: What happens to your 
accounts that you have to write off, you just can't 
collect? 

| MR, TYLER: That's a nice question. I 


would say that within three years you would write off 
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less than 4%, if you are a good collector, 

MR, BELANGER: Less than 4% in three 

years time? 
| MR, TYLER: Yes. 

MR. BELANGER: That's pretty good. 

MR. TYLER: Then say you collect 
something, you wouldn't write him off. (Laughter). 

MR. MacDONALD: Mr. Chairman, may I 
ask Mr, Tyler, from his experience, does the practice 
of medical and dental bills being collected through 
agencies such as yours a growing one? 

MR. TYLER: Well, I believe that's 
true and I also believe that agencies are beginning 
to specialize in collecting debts. I think so. TI 
believe the medical profession is reluctant, more so 
than dentists, are reluctant to turn them over because 
many doctors establish a personal relationship with 
their patients. Of course, they lose their patients 
through their patience, you know. There is one 
thing about a doctor (rest inaudible). Well, I 
believe medicali accounts are here to stay and they 
might as well use collecting agencies, as well as 
lawyers -- 

THE CHAIRMAN: Are there any other 
questions? If there are no further questions, thanks 
very es Mr, Tyler, for being with us today. We 
appreciate your submission and evidence to the 
Committee. Gentlemen, is there anything else that 
anybody wants to bring up at this time? If not, we 


will adjourn the meeting until 10:00 tomorrow morning. 
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